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P R E F A C 1! 
( i ) 
P R E F A C E 
In a developing country l i k e / India/ where more 
than 75 percent of the to t a l population i s engaged in 
agr icu l tu re and the i ndus t r i a l base has not yet been 
b u i l t up s u f f i c i e n t l y / the Public Sector occupies a pivo-
t a l ro le in the economic s t r a t egy . ' 
Following the pol icy of planned development s ince 
independence, public enterpr ises found not only a key 
posi t ion in the nat ional economy a t the centra l l eve l / but 
the s t a t e leve l publ ic en terpr i ses v;ere also se t up to 
accelera te the pace of nat ional development. 
Ut ta r Pradesh i s one of the i ndus t r i a l l y under-
developed S ta t e of the country/ accounting about one s ix th 
of Ind ia ' s population with lower level of per capi ta 
income and a low growth ra te which is only 50 percent of 
the average per capi ta income. Therefore/ with a view to 
acce le ra te the r a t e of growth of i ndus t r i a l development 
in Uttar Pradesh/ Public sector was regarded as an effec-
t ive instrument of i ndus t r i a l progress . U.p. s t a t e Sugar 
( i i ) 
Corporation L t d . , which i s the focus of study of th i s 
presenta t ion i s one of the important s t a t e level en te r -
p r i s e . 
On 2 l s t April/ 1945 the Planning and development 
d ivis ion had issued a pol icy statement specifying the 
importance of i n d u s t r i a l develonment of the country. I t 
was planned to take cer ta in indus t r ies under cent ra l 
control in the i n t e r e s t of co-ordinated development so 
that the Government may play an ac t ive pa r t in the indus-
t r i a l development of the country. I t was also s ta ted in 
the pol icy statement tl-fit basic indus t r ies of nat ional 
importance might be nat ionalized provided, 
i ) Adequate cap i ta l was not forthcoming and 
i i ) i t was regarded as e s sen t i a l in the nat ional 
i n t e r e s t ' to promote such i n d u s t r i e s . 
The t rue ro l e and scope of the Public sector was 
defined by the Indus t r i a l Policy Resolution of 1948 and 
1956/in the context of a dynamic national pol icy . The 
adoption of the s o c i a l i s t pat tern of society as well as 
indus t r i a l 
the need for olanned development and rapid/development 
require t t e t a l l indus t r i es of bas ic and s t r a t eg i c 
( i i i ) 
importance or in the nature of publ ic u t i l i t y services 
(Railway and Post & Telegraph/ for ins tance) should be in 
the Public sec to r . 
This concept was incorporated in the Five Year 
P lans . Today the Public sec tor cons t i t u t e s a subs tan t ia l 
segment of i ndus t r i a l a c t i v i t y in the country. As a 
matter of fact over t t e l a s t four decades / the Public 
sec tor in India tes phenomenally grown and spread in to 
every conceivable indus t r i a l and commercial a c t i v i t y . 
Nehru described these i ndus t r i a l en te rp r i ses as modern 
temples. But the Public sector a t p resen t i s notorious 
for waste, ineff ic iency, mismanagement, infrugal 
r 
expenditure and continuous lo s ses . The overa l l net pro-
f i t of Public enterpr ises fe l l Sharply from Rs.3788 crores 
in 1989-90 to Rs. 2367 crore in 1990-91. Only a few 
state-owned enterpr ises are being run well and yield 
p r o f i t s , though p r o f i t making i s not the main 'motive-of 
such ventures . 
Consequently, though defence, petroleum, s t e e l , 
coa l , heavy engineering, tele-communications, P & T 
se rv ices , rai lways, power, technology services as well as 
(iv) 
social services are s t i l l to be remained in the Public 
sector / the Government has decided on 20 percent d i s -
investment of the publ ic sec to r undertakings in order to 
effect economy and r a i s e resources . The Private sector 
generally manages i ndus t r i a l establishments e f f i c i en t ly . 
The Government's i n d u s t r i a l and other economic 
po l ic ies have been g rea t l y l i be ra l i zed during the pas t 
year or so, s ince Dr. Manmohan Singh took over as 
Finance Minister . Almost a l l con t ro l s , l i cences , and 
r e s t r i c t i o n s on investment teve been abolished and much 
grea ter freedom i s now allowed to p r i v a t e inves to rs . 
Government exercises control in arenas where i t i s absolu-
te ly necessary. The process of p r i v a t i z a t i o n i s proving 
successful and i s apparently in the na t iona l i n t e r e s t . 
The drain of resources through continuous losses , low 
production and high costs has been checked to some extent. 
The present o f f i c i a l pol icy on publ ic undertakings is a 
c lear indicat ion that the publ ic sec to r must j u s t i f y 
i t s e l f by i t s eff ic iency. 
( V ) 
OBJECTIVE OF THE STUDY 
In many cases the same a c t i v i t i e s a r e under taken 
by P u b l i c , P r i v a t e & Co-opera t ive s e c t o r . Sugar i n d u s t r y 
i s an example of the same. 
While e s t a b l i s h i n g new e n t e r p r i s e s the Government 
takes i n t o account the ques t ion of balanced r e g i o n a l 
development, i . e . , e s t ab l i shmen t of d i f f e r e n t type of 
f a c t o r i e s in d i f f e r e n t Ind ian Uni ts i s the i n s t a n c e of 
the s t a t e p a r t i c i p a t i o n in i n d u s t r y in o rder to reduce 
r eg iona l d i s p a r i t i e s . 
In Ind ia where the p u b l i c e n t e r p r i s e s a r e p lay ing 
a c r u c i a l r o l e in v a r i o u s segments of the economy, t h e 
need to have a c l e a r cut s t a t emen t of o b j e c t i v e s fo r the 
Publ ic e n t e r p r i s e s a t the micro and macro l eve l i s 
immediate. The p r e s e n t work i s a s tudy of the o r g a n i z a -
t i o n a l and working problems of Sugar Corporation in Pub l i c 
s e c t o r u n i t s of U t t a r Pradesh . 
MHTHODOLOGY 
In order to conduct the present study following 
steps were taken: 
(vi) 
1) Published and unpublished data re la ted to the 
study was collected from the d i f f e r en t organi-
za t ions / 
2) Primary data was collected by conducting 
survey of Sugar Corporation's head of f ice a t 
LucknoW/ with the help of designed questionnaire 
in order to understand the exact problems of 
Sugar Corporation in Uttar Pradesh, 
3) F i n a l l y , t h e d a t a was c l a s s i f i e d / t a b u l a t e d , 
a n a l y s e d and e d i t e d . 
SCHSI-iE OF CHAPT5RIZATI0N 
The s u b j e c t m a t t e r has been d i s c u s s e d i n f o u r 
c h a p t e r s . 
C h a p t e r I " P u b l i c S e c t o r a C o n c e p t u a l Aporoach" 
i s t he s t u d y of P u b l i c S e c t o r in g e n e r a l and I n d i a i n p a r t i -
c u l a r , as w e l l a s t h e g e n e s i s of P u b l i c S e c t o r i n I n d i a . 
C h a p t e r I I , "Types of P u b l i c E n t e r p r i s e s a s t h e y 
Deve loped i n I n d i a " , d e a l s w i t h t h e t h r e e forms of o r g a n i -
z a t i o n of P u b l i c e n t e r p r i s e s , i . e . , D e p a r t m e n t a l U n d e r -
(vi i ) 
takings . Public Corporations and Public Companies or 
J o i n t Stock Companies along with the various sources of 
finance of Public undertakings in India . 
Chapter I I I / "The Public Sector in U.P. - an 
Overview", deals with the Public sec tor in Uttar Pradesh 
in general and S ta t e Sugar Corporation -in p a r t i c u l a r . 
Final , Chapter IV, I s the conclusion and suggestions' 
I have ventured to suggest some reforms, namely, proper 
preliminary planning, proper material and f inancial manage-
ment and the t ac t fu l handling of i ndus t r i a l r e l a t ions e t c . 
I do not claim any o r i g i n a l i t y in the discussion. Hovjever, 
in making an ana ly t i ca l study of organization and vjorking 
of Public sec tor undertakings in Ut tar Pradesh in the 
context of Sugar Corporation Ltd. I have tr ied to throv/ 
new l igh t on the problems of the Public enterpr ises and 
make cer ta in useful suggestions to improve the i r functioning. 
In the preparat ion of this d i s se r t a t ion I am 
deeply indebted to my Supervisor, Dr. (Mrs.) Abida Samiuddin, 
Department of P o l i t i c a l Science, Aligarh Muslim Universi ty, 
(v i i i ) 
Aligarh, without vjhose expert guidance and inspir ing 
a t t i t u d e this v;ork could not have been completed. Hence/ 
I feel proud in expressing my profound g ra t i tude to her. 
I record my deep sense of g ra t i t ude to Professor 
A.P. sharma. Chairman, Department of P o l i t i c a l Science/ 
A.H.U. Aligarh for his kind encouragement to me in pur-
suing the p resen t s tudy. I am also grateful to the 
d i s t ingu i sh members of the Department of P o l i t i c a l Science, 
A.M.U., Aligarh/ for t h e i r moral support in completing 
this v/ork. 
I exor'^'ss my s incere g ra t i tude to Dr.Najeebuzzaman 
Khan Shen^;ani for his frequent valuable suggestions and 
help in co l lec t ing the relevant mater ia l . 
I would l i k e to express my feelings of g ra t e fu l -
ness to a l l m.y friends and research colleagues who alvjays 
encouraged me during the work. 
I vjish to convey my thanks and sense of apprecia-
tion to Librarian and the s taf f of Maulana Azad Library, 
A.M.U. Aligarh for providing me books; journals and other 
research ma te r i a l . 
( ix) 
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C H A P T E R - I 
PUBLIC SECTOR - A CONCEPTUAL APPROACH 
C H A P T E R - I 
PUBLIC SECTOR - A COMCEPTUj&L APPROACH 
S t a t e i n t e r v Q i t i o n in the economic o r bus iness 
a c t i v i t i e s i s regarded t h e s e days an i n e s c a p a b l e p a r t of the 
o b l i g a t i o n s of p r e s e n t day governments to r ed re s s economic 
imbalances , to safeguard the i n t e r e s t s and welfare of the 
community as a whole , t o p lan fo r an o v e r a l l p r o s p e r i t y 
and to unde r t ake and execute schemes and p r o j e c t s v i t a l to 
the needs of the n a t i o n . 
Today, t h e S t a t e i s d i s c h a r g i n g t h e s e heavy r e s p o n s i -
b i l i t i e s through the p u b l i c e n t e r p r i s e s , which covers a 
v a s t and va r i ed range of i n d u s t r i a l and commercial a c t i v i t i e s / 
such as mining and metallurgy, manufacture of e l e c t r i c a l 
goods, machine t o o l s , chemical and and f e r t i l i z e r s , bu i ld ing 
of s h i p s , a i r c r a f t and locomot ives , p r o v i s i o n of a i r , sea 
and road t r a n s p o r t i n d u s t r i a l f i n a n c i n g , banking bus iness 
and under tak ing the bus ines s of l i f e i n s u r a n c e and genera l 
i n s u r a n c e e t c . Cbnsequently p u b l i c e n t e r p r i s e s a re c o n s i -
dered to be a c a t a l y t i c ag©it for a t t a i n i n g the cherished 
goal of a w e l f a r e s t a t e . 
A v a r i e t y of terms have been used for publ ic en ter -
p r i s e s / which leads to confusion. For ins tance / they are 
s ta ted as 'Publ ic Sector Undertakings ' / ' S t a t e En te rp r i se s ' / 
'Government Concerns' e t c . According to t h e i r p o l i t i c a l 
and admin i s t r a t ive s t r u c t u r e , they are known as Public 
Corporation in Great Br i t a in , crown Corporation in Canada, 
S t a t t u t o r y Corporation in Aus t ra l ia , Government Sponsored 
Corporation in Pakistan, and Government Corporation in 
U.S.A. In I t a l y the term i s used to r e fe r Public Corpora-
t i ons / munic ipa l i t i e s and autonomous government departments. 
In France the term is used in a r e s t r i c t e d sense as "indus-
t r i a l and commercial undertakings of the government." The 
Indian Administrat ive Reforms Commission in i t s repor t 
has used the term "Public Sector Undertakings' and the 
Standing Committee of Parliament c a l l s them simply "Public 
under tak ings ." 
Keening in view the d i f f i cu l t y of terminology a 
few d e f i n i t i o n s have been examined below: 
"Public enterpr ises means s t a t e ownership and operation 
of i n d u s t r i a l , a g r i c u l t u r a l , f inancia l and commercial under-
takings ." ^  
1. Hanson, A.H. / Public Enterprises and Economic Develop-
ment/ Routledge and Kegan Paul L td . , London, 1954, p.115. 
o o 
"The term usual ly refers to Government ownership 
and ac t ive operation of agencies engaged in supplying 
the pub l i c goods; the goods and services which a l t e r -
na t ive ly might be supplied by p r i v a t e l y owned p r o f i t 
2 
motivated f i rms." 
"Public Enterprise i s an i n s t i t u t i o n operating a 
se rv ice of an economic or socia l cha rac te r , on behalf of 
the government/ but as an independent l ega l e n t i t y , la rge ly 
autonomous in i t s management though responsible to the 
publ ic through government and Parl iameit and subject to 
some d i r ec t ion by the government equipped on the other hand 
with independent and separate funds of i t s own and the legal 
3 
and commercial a t t r i b u t e s of a commercial en te rp r i se ." 
"Public Enterprises are autonomous or semi-autonomous corpo-
ra t ions and companies established owned and control led by 
the s t a t e and engaged in indus t r i a l and commercial a c t i v i -
4 
t i e s . " "Public Enterprises means the i n d u s t r i a l , commer-
c i a l and economic a c t i v i t i e s carried on by the Central 
2. Encyclopaedia Bri tannica, Vol.18, Encyclopaedia Bri tannica, 
I n c . , Chicago, 1965, p.738. 
3 . Friedmann, The Public Oorporation Stevens, 1954, p .541 . 
4. ^aallaya, N.N., Public Enterprises in Ind ia , The I n s t i t u t e 
of Const i tut ional Parliamentary S tud ies , New Delhi, 1971, 
p . l . 
Government or by a S ta t e Government o r j o i n t l y by the 
Central Government and a s t a t e government and in each 
case e i the r so l e ly or in assoc ia t ion with p r i va t e en te r -
p r i s e s / so long as i t i s managed a se l f contained manage-
5 
ment." 
An analysis of the above mentioned def in i t ions 
reveals that the government ownership, government control 
and management, publ ic accoun tab i l i ty , publ ic purpose, 
p r o f i t motive, wide range of a c t i v i t i e s and autonomous 
functioning may be summarised as the main features of 
public en t e rp r i s e s . 
In p rec i se manner the c o n c ^ t of publ ic enterpr ises 
can be understood as follows: 
a) Governmeit ownership with Government management, 
b) Government ownership with Pr iva te managemmt. 
c) Mixed ownership and mixed management of 
Government and P r i v a t e bodies . 
d) Pr iva te ownership with Government management. 
5 . Khera, S .S . , Management and Control in Public Enterprises , 
Asia Publishing House, Bombay, 1964, p .10 . 
5 
From th is explanation I t can be cx)ncluded that any 
en te rp r i se which i s predomlnently controllec3 and managed 
by the s t a t e or any o ther publ ic au tho r i t y i s called 
Public Enterpr i se . 
In Public Sector en te rpr i ses e i t h e r the whole or 
a major p a r t of the cap i t a l i s invested by the government. 
I t may be, by cen t ra l government or s t a t e government or 
local government or j o i n t l y by these governments. 
The f i r s t publ ic corporation to be created was 
Port of Autonomy in London in 1908. This was gradually 
followed by other corpora t ions . Now the concept of public 
sec tor has gained importance in almost a l l the countries 
of the world, in developing count r ies / they are undoubted, 
l y conceived as an ins t rum^it used for accelerat ing the 
ro le of economic development and bring about a social 
change. They have been developed there out of necessi ty 
and not on account of any dogmatic approach/ as Hanson 
r i gh t l y pointed out/ "whatever the u l t imate perspective 
may he, the country,anxious to develop economically has 
6 
no alternative/ but to use public enterprise on a consi-
derable scale at the very least in order to get things 
going public enterprise without a plan can achieve 
something: a plan without public enterprise is likely to 
6 
remain on paper." 
CAUSES OF THE EVOLUTION OF PUBLIC OWNERSHIP 
The Government has t h r e e major r e s p o n s i b i l i t i e s 
towards i t s c i t i z e i s . The f i r s t r e s p o n s i b i l i t y i s to 
p r o t e c t t h e s o c i e t y from t h e v i o l e n c e and invas ion of 
o t h e r independen t s o c i e t i e s . Second, the p r o t e c t i n g of 
every member of the s o c i e t y from i n j u s t i c e of every o t h e r 
member of i t and, t h i r d r e s p o n s i b i l i t y i s to mainta in 
c e r t a i n p u b l i c works and c e r t a i n p u b l i c i n s t i t u t i o n s , 
which i t can never funct ion for the i n t e r e s t of any i n d u s -
t r i a l o r a smal l number of i n d i v i d u a l s . Hence the r o l e of 
the Government can n o t remain p a s s i v e . But i t s i n t e r -
f e rence was confined to c e r t a i n a r e a s . I t was in the 
succeed ing years t h a t many of the developing and advanced 
c o u n t r i e s adopted the pub l i c ownership on a l a r g e s c a l e . 
6 . Hanson, H.H., Publ ic E n t e r p r i s e and Economic Develop-
ment, Routledge and Kegan Paul L t d . , London, 1957, 
p . 2 3 . 
7 
The f a c t o r s such as e x p l o i t a t i o n of labour* monopoly 
p o s i t i o n of the c a p i t a l i s t , m i s - d i r e c t i o n of r e sources 
and the lack of p u b l i c we l fa re e t c . , were r e s p o n s i b l e for 
p l a c i n g the p u b l i c s e c t o r on a high p o s i t i o n as being 
d i scussed in the following p a g e s . 
1) ECONOMIC RATIONALE OF PUBLIC ENTERPRISES 
The p u b l i c ownership which covers a l l government 
agencies engaged in p rov id ing goods and s e r v i c e s i s an old 
concep t . However i t s a c t u a l development came i n t o being 
due to t h e r e s u l t of I n d u s t r i a l Revolut ion and the p o l i c y 
of La i s sez F a i r e . The p o l i c y of L a i s s e z F a i r e provided 
t h a t on ly the few c a p i t a l i s t s owned t h e whole economy 
leav ing a major po r t i on of t h e p o p u l a t i o n as the l abour 
c l a s s . 
The worker which c o n s t i t u t e d the major po r t i on of 
the p o p u l a t i o n , were exp lo i t ed in t h e c a p i t a l i s t system 
and they could not ge t t h e i r due s h a r e i n the n a t i o n a l 
economy. Almost the e n t i r e p r o p e r t y was owned and con-
t r o l l e d by a small number of p r i v a t e e n t r e p r e n u e r s , 
leaving a major port ion of the population as the labour 
c lass having a small share of income. The few c a p i t a l i s t s 
were dominating the whole popula t ion . Prof. Bowley made 
a study in 1910 about the ownership of proper ty . "That 
j u s t 1 percent of the population took 30 percent and 5^ 5 
percent took 44 percent of the income to 99 percent of 
th6 population and 56 percent of the income to 94^ $ percent 
7 
of the populat ion." This s t a t e of a f f a i r s resul ted in to 
the grea t hardships to the working c l a s se s / besides causing 
i n s t a b i l i t y in the economy. I t was not surpr is ing there-
fore tha t th i s unsa t i s fac to ry s t a t e of a f f a i r s was the 
main cause of publ ic ownership of production, d i s t r ibu t ion 
and consumption. 
After evolution of socia l ism/ i t was realized that 
p r iva te ownership would not s u i t the modem thinking and 
wi l l be a hurdle in achieving socio-economic object ives/ 
therefore the emergence of publ ic en te rp r i se became a 
world wide phenomenon. 
I t was claimed t t e t social ism would guarantee to 
every worker a subsistance wage while providing a r ich 
7. Tawney/ R.H., Equality (London/ George Allen, 1952) 
p.68 
9 
leisurec3 c lass with the means of upholding cu l tu re and 
s a t u r a t i n g them with money enough to enable them to save 
8 
and inves t c a p i t a l without personal p r i v a t i z a t i o n . " 
Consequently most of the countries followed the pol icy of 
n a t i o n a l i z a t i o n . 
"The main objectives of na t iona l i za t ion a re , 
( i ) to have e f fec t ive control over the s t r a t e g i c , and 
bas ic sec tors of the economy; ( i i ) to put an end to 
mismanagement by the p r iva te c a p i t a l i s t s ; ( i i i ) to ensure 
b e t t e r u t i l i z a t i o n of the productive resources and to serve 
the genuine needs of the p r i o r i t y s e c t o r s , weaker sec t ions ; 
( iv) to maintain employment and to safeguard the i n t e r e s t 
of the employees; (v) to pro tec t the i n t e r e s t s of the 
consumers; (v i ) to take necessary action for the develop-
9 
meit of the concerned industry or bus iness , " 
Attempts were being made everywhere by r e d i s t r i b u t i v e 
taxat ion/ s t a t e regulation of wages and factory l eg i s l a t ion 
to remedy within the l imi t s of c a p i t a l i s t system. But 
r e d i s t r i b u t i v e taxation within the c a p i t a l i s t l im i t s meant 
8. Bernard,shaw/ Fabian Essays (Jubi lee Edition) George 
Allen, London, 1984, p . v i i , 
9. Prakash, Rao & Shukla, Administration of Public 
^ t e r p r i s e s in India , Himalaya Publishing House, 
New Del h i , 1990, p . n . 
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g r a n t i n g of d o l e for i d l enes s i n s t e a d of wages and f a c t o r i e s 
d id n o t help the unemployed masses . Hence in a c a p i t a l i s t 
framework/ t h e r e was no way o u t to p r o v i d e the s o c i e t y 
equal o p p o r t u n i t i e s and i t s con t inuance was out of q u e s t i o n . 
Consequently/ t h e r e was no remedy o t h e r than the t r a n s f o r -
mation of c a p i t a l i s t s o c i e t y i n t o s o c i a l i s t one , which meant 
10 
t h e e x p r o p r i a t i o n of p r i v a t e p r o p e r t y . " 
2) MONOPOLY ARGUMS^ IT 
The La i s sez Fa i re economy i n the c a p i t a l i s t system 
where every th ing ge t s adjus ted through p r i c e mechanism 
ceased to funct ion p r o p e r l y . P e r f e c t compet i t ion was 
nowhere in the economic s e t up and monopoly of the produc-
t i v e power dominated the economy. This wide spread mono-
p o l i s t i c n a t u r e eoqjloited t h e consumers. The handful of 
s e l l e r s c o n t r o l l e d the b e s t p a r t of t h e s u p p l y . They 
decided the p r i c e s in favour of t h e i r v e s t e d i n t e r e s t to 
i n c r e a s e the p r o f i t margins . 
I t may b e argued t h a t t he n a t u r e of the e a r l y c a p i -
t a l i s t system has changed. The i n d i v i d u a l i n d u s t r i a l i s t s 
10. O p . c i t . / Bernard Shaw, p . v i i i . 
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have been g r a d u a l l y ou t c l a s s e d by the p a r t n e r s h i p and 
the j o i n t s tock conpanies which means the d i f fu s ion of 
economic powers through s h a r e - h o l d i n g , t h e r e f o r e , the 
s t a t e was forced to unde r t ake d i r e c t l y the p roduc t ive 
i n s t i t u t i o n s . I t did so "because t h e p rocess of concen-
t r a t i o n reached a l r e a d y i t s l o g i c a l end and a c l e a r cu t 
p r i v a t e monopoly had been c r e a t e d in the form of an omni-
p o t e n t s i n g l e f i rm ," 
3)ECONOMIC INSTABILITY 
The i n e q u a l i t y of d i s t r i b u t i o n c rea ted the gap between 
demand and supp ly . The c a p i t a l i s t s c l a s s was not w i l l i n g to 
purchase the p roduc t s of t h e n a t i o n due to t h e i r over-consump-
t i o n , a t t he same time t h e poor c l a s s was unable to purchase 
because of the l ack of pu rchas ing power. I t was not s u r p r i -
s ing t h e r e f o r e , t h a t t h i s was t h e cause of slumps which 
preven ted economic system from func t ion ing p r o p e r l y . The 
g r e a t dep res s ion of t h i r t i e s made the s t a t e r e a l i z e i t s 
d u t i e s towards the n a t i o n a l economic and s o c i a l well being 
of masses . Consequent ly, t h e s t a t e was forced to p a r t i c i -
p a t e d i r e c t l y in the p rocess of p roduc t ion to avoid the 
fea r fu l consequences of i n f l a t i o n o r shrunk. 
1 1 . S t r achy , J o h n , Contemporary Cap i t a l i sm , London, 
Gollanoz L t d . , 1956, p . 3 4 . 
1 '? 
4)MISDIRECTION OF RESOURCES 
The p r i v a t e ownership of p r o p e r t y c rea t ed the 
i n e q u a l i t y of weal th which l ed to m i s d i r e c t i o n of produc-
t i o n . I t d i r e c t e d energy from u s e f u l p roduc t ion to the 
m u l t i p l i c a t i o n of l u x u r i e s . A l a r g e p a r t of t he goods 
which was ca l l ed weal th was no t meant fo r meeting the 
e s s e n t i a l requirements of t h e s o c i e t y because i t c o n s i s -
ted of a r t i c l e s which should have been produced only a f t e r 
o t h e r e s s e n t i a l a r t i c l e s were produced in abundance. I t 
was because of the fac t t h a t the s u r p l u s w i th c a p i t a l i s t 
was n o t n e c e s s a r i l y used i n t o p r o d u c t i v e a r t i c l e s . I t was 
t h e ves ted i n t e r e s t of t h e p r i v a t e e n t r e p r e n e u r s t h a t t he 
r e sou rce s were inves ted where they g o t maximum p r o f i t s 
i r r e s p e c t i v e of the n e c e s s i t y of t h e p r o d u c t s ; p u b l i c 
ownership was evolved -to avoid such u n c e r t a i n t i e s and to 
make the investment according to t h e needs of the s o c i e t y / 
i t s o b j e c t was no t only to e s t a b l i s h the s t a t e management 
of i n d u s t r y "but to remove t h e dead hand of p r i v a t e owner-
s h i p when the p r i v a t e owner has ceased to perform any 
12 p o s i t i v e func t ion , " 
12 . Tawney, R.H., The A c q u i s i t i v e S o c i e t y , (G.Bel l and Sons 
L t d . , London, 1921), p . 1 1 9 . 
1 O 
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5) WELFARE ECONOMY 
This argument f o r the p u b l i c ownership was the 
c r e a t i o n of we l fa re economy concep t . There was an assump-
t ion in the p a s t t h a t p r i v a t e i n t e r e s t and the p u b l i c 
we l fa re func t ions were mu tua l l y c o n s i s t e i t . In the a c t u a l 
performance the c a p i t a l i s t o r d e r and the methods and 
r e s u l t s of p r i v a t e e n t e r p r i s e appeared to be e m t i - s o c i a l . 
I nd iv idua l s enjoyed t h e freedom of o rgan i s ing and 
conduct ing the b u s i n e s s In such a way l i k e l y to improve 
t h e i r own i n t e r e s t s . The system of p r i v a t e e n t e r p r i s e was 
i n c a p a b l e of ah i ev ing any s o c i a l i d e a s as the ' p r o f i t mot ive ' 
could not always r e c o n c i l e w i th t h e ' w e l f a r e c o n c e p t . ' 
Therefore wi th a s h i f t of emphasis to problems of we l fa re 
the i n h e r e n t weakness of t h e economy was being more and 
more f e l t . Oonsequently/ the i n t e r v e n t i o n of an e x t e r n a l 
agency, p a r t i c u l a r l y the s t a t e to b r i n g under con t ro l any 
morbid development of the economy was r equ i red as i t i s 
given top p r i o r i t y to s o c i a l c o n s i d e r a t i o n s . 
14 
6)PUBLIC UTILITIES AND THE BASIC 
IITOUSTRIES ARGUMENT 
P u b l i c u t i l i t i e s and tl-e b a s i c i n d u s t r i e s e s s e n t i a l 
f o r t h e w e l f a r e of t h e community and fo r the sound founda-
t i o n of the i n d u s t r i a l development a l s o r equ i r ed d i r e c t 
s t a t e c o n t r o l . These a r e the i n d u s t r i e s on which the p r o -
p e r t y of the community depends and where the p r i v a t e e n t e r -
p r i s e has no major d r i v e for the fol lowing t h r e e r e a s o n s . 
F i r s t l y , i t r e q u i r e s l a r g e o u t l a y of inves tment in 
a s i n g l e project .Layingdown a r a i lway l i n e o r develop p o s t s 
and e s t a b l i s h i n g a heavy s t e e l p l a n t g e i e r a l l y r e q u i r e s an 
amount of c a p i t a l which i s beyond t h e c a p a c i t y of the 
p r i v a t e ©i t r ep renewrs . 
Secondly , such ou t l ay s need a r e l a t i v e l y t ime 
be fo re i t s t a r t paying off . 
F i n a l l y , many important p r o j e c t s such as defence 
and i r r i g a t i o n e t c . can no t be l e f t to the p r i v a t e e n t r e -
p r e n e u r s . Consequently, Keynesian economics ass igned the 
c e n t r a l r o l e to the p u b l i c s e c t o r i n the developing 
15 
c o u n t r i e s i n l e v e l l i n g ou t t he z igzags of p r i v a t e i n v e s t -
ment to f i l l up the gaps of the d e f i c i e n c i e s . 
7)GE?^ERATI0N OF RESOURCES 
One of t h e impor tant f a c t o r s r e s p o n s i b l e fo r the 
emergence of p u b l i c ownership of t h e econortdc i n s t i t u t i o n 
i s the c rea t icx i of resources through t h e i r s u r p l u s e a r n i n g . 
In t h e deve lop ing c o u n t r i e s the developmental programmes 
of t h e Government r e l y on the p u b l i c e x p e n d i t u r e . 
Func t ions of the s t a t e which were o r i g i n a l l y l i m i t e d 
to t h e main tenance of law and o r d e r have c o n s i d e r a b l y 
expanded now. For these enlarged o b j e c t i v e s the government 
cannot depend merely on the t a x a t i o n and borrowing and the 
s t a t e in a d d i t i o n to the t axa t ion and borrowing has to explore 
t h e p o s s i b i l i t i e s of resource c r e a t i o n through non - t ax d e v i c e s / 
i . e . p r o f i t s of t he commercial and i n d u s t r i a l concerns of 
t h e Government. 
Non-tax revenue forms an impor t an t e lement in t h e Govern" 
m&nt income. In r e c e n t years the t r s i d s towards i n c r e a s i n g 
n a t i o n a l i z a t i o n o r s t a t e p a r t i c i p a t i o n in economic 
16 
e n t e r p r i s e s has led in s e v e r a l c o u n t r i e s to some s h i f t s 
on entphasis in favour of non- t ax revenue through t h e i r 
s u r p l u s e a r n i n g s . 
The Government r e l y more and more on the su rp lus 
e a r n i n g s of the P u b l i c s e c t o r e n t e r p r i s e s and t h e r e f o r e , 
now i t i s making a bu lk of t h e i nves tmen t in t h e commercial 
and i n d u s t r i a l p r o j e c t s . 
8)PUBLIC SECTOR AND ECONOMIC PLANNING 
The idea of economic p l a n n i n g was n o t mentioned by 
t h e e a r l y Fabian E s s a y i s t s . I t was a f t e rwards t h a t the 
Fabian Essay i s t s used the concept of p l ann ing for f u l l employ-
ment and to c o n t r o l the inves tment of key i n d u s t r i e s . In 
o r d e r to a ch i eve t h i s o b j e c t i v e * they suppor ted t h e case of 
n a t i o n a l i z a t i o n , because i f the economy i s l e f t u n c o n t r o l l e d ; 
t h e economic growth w i l l be i n a haphazard f a sh ion . Therefore , 
s i n c e the c o n t r o l of economic power i s n e c e s s a r y i n a planned 
way, the , d i r e c t p a r t i c i p a t i o n of Government i s impe ra t i ve . 
The developmental func t ions of t h e n a t i o n a l govern-
ments of t h e t h i r d world c o u n t r i e s have s u b s t a n t i a l l y 
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contributed to the growth and development of public en te r -
p r i s e s . Planning boards and commission were created to 
make the developmental a c t i v i t i e s more e f fec t ive . I t was 
a lso rea l ized tha t the untapped resources should be fu l ly 
tapped for economic development. There was need for 
development of those sec tors which p r iva te sec to r may 
not undertake for want of p r o f i t and i n i t i a t i v e . S t a t e 
by entering i t s e l f in to the economic a c t i v i t i e s can have 
a fu l l g r ip over the economy and thus the object ives of 
planning can be achieved. Hence, the planning and the 
d i r e c t s t a t e p a r t i c i p a t i o n are considered supplementary to 
each o the r . 
From the above discussion i t becomes c lear t ha t the 
need of publ ic Sector a r i s e s for various reasons, s ince 
the a c t i v i t i e s of the Government d i f fe r from country to 
country according to the circumstances prevai l ing there / 
various countr ies have adopted th i s method for d i f f e r en t 
reasons, some countr ies give an extensive ro l e to the 
publ ic sec tor / while others confine i t only to the publ ic 
works. 
18 
A c t u a l l y in advanced c o u n t r i e s / w i th abundant 
r e e o u r c e s the r o l e of the Government i s minor as every-
th ing g e t s ad jus ted i t s e l f w i th l i t t l e commission. But 
i n developing economy/ l i k e Ind ia where t h e r e s o u r c e s a r e 
s c a r c e t h e r o l e of s t a t e i s s i g n i f i c a n t / s i n c e t h e economy 
i s ve ry s e i s i t i v e and a l i t t l e n e g l i g e n c e can d i s t u r b the 
whole p roces s of economic development . 
PUBLIC SECTOR IN INDIA - A HISTORICAL BACKGROUND 
As a r e s u l t of t he exper ience ga ined dur ing the 
f i r s t world war , the Government of I n d i a decided t h a t the 
e s t a b l i s h m e n t of c e r t a i n i n d u s t r i e s was n e c e s s a r y from the 
p o i n t of view of e f f e c t i v e defence . T h e r e f o r e / a f t e r t h e 
commeicement of the f i r s t world war the Goveimment at tempted 
to examine the ques t ion of i n d u s t r i a l p o l i c y which led to 
t h e appointment of f i r s t Indian I n d u s t r i a l Commission/ 
1916-18. The Commission recommended t h a t i n f u t u r e the 
Government must p l a y an a c t i v e r o l e in t h e i n d u s t r i a l deve-
lopment of the c o u n t r y . Then came the world war 1 1 / which 
a f f e c t e d most of t he Eastern c o u n t r i e s due to the c u t of 
t h e s u p p l i e s from Europe. So dur ing t h e war p e r i o d . Govern-
ment began to r ecogn ize the n e c e s s i t y of i n d u s t r i e s meeting 
1 ^ 
the defence and c iv i l i an requirements . "In 1931 : Karactii 
Sesaion of the Indian National Congress for the f i r s t time 
attempted to define the economic and soc ia l contents of 
i t 
the Swaraj and decided t t e t / sha l lown and control key indus-
t r i e s and se rv ices / mineral resources , railway/ water-ways/ 
shipping and other means of publ ic i n t e r e s t . After that 
Congress s e t up a National Planning Committee with Jawaharlal 
Nehru as i t s Chairman and K.T. Shah as the General Secretary. 
This Committee appointed two sub-committees in 1940 
to report on p r inc ip le s of National Planning and adminis-
t r a t i v e machinery for I n d i a ' s na t iona l p l an . However/ due 
to the outbreak of second World War and congress involvement 
in the s t ruggle for freedom the repor t s of these sub-committees 
could become ava i l ab le only in 1948. 
The National Planning Committee supported s t a t e 
interventicxi in the country 's economy and recommended 
increasing s t a t e control over i t / i n c l u d i n g nat ional iza t ion 
of i n d u s t r i e s . 
was 
in 1943 the Bombay plan/prepared by eight leading 
i n d u s t r i a l i s t s of Bombay. Consequently people s ta r ted 
10 
thinking about planning and development. Those ideas l a t e r 
Were embodied in the new Indian Constitution in p a r t IV 
of Direct ive P r inc ip le of s t a t e Pol icy. Art . 39 provides 
the Government to d i r e c t i t s pol icy towards securing the 
ownership and control of mater ia l resources of the country; 
a r e so d i s t r i bu t ed as bes t subserve the common goods and 
that the operation of economic system does not r e s u l t iri 
concentration of wealth and means of production to the 
13 
common deterrninent." 
In th i s po l icy only three government monopolies 
were es tab l i shed/ i . e . manufacturing of arms and ammunitions/ 
the production and control of atomic energy and ownership 
14 
and management of rai lway t r anspor t . " 
"Certain basic indus t r i e s are to be permanently in 
the hands of the S ta t e and cer ta in o ther typeE of economic 
undertakings a r e to be thrown open to p r i v a t e en te rpr i se 
and third group i s to be mixed, through the establishment 
15 
of J o i n t Companies." 
13, Avasthi & Maheshwari/ Laxmi Narain Agrawal/Educational 
Publ ishers / Agra.p. 123, 
14, Ib id ,pp . 123-_24. 
15, Hanson, A . H . , Public Enterprises and Economic Develop-
ment, Roultedge & Kegan Paul L td . , London, 1959,p.15. 
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"On 21st Apri l , 1945 the planning and development 
d iv i s ion had issued a pol icy statement specifying a c ruc ia l 
r o l e for the i n d u s t r i a l development of the country. Certain 
i ndus t r i e s must be taken under cen t ra l control in the 
i n t e r e s t s of coortSinated development. Government should 
play a c t i v e p a r t in the indus t r i a l developmeit of the country. 
I t was a l so s ta ted in the Policy Statement tha t basic indus-
t r i e s of na t ional impdrtance might be na t ional ized provided 
adequate cap i t a l was not forthcoming and i t was regarded as 
e s s e n t i a l in the nat ional i n t e r e s t to promote such i n d u s t r i e s . " 
The economic planning which has been adopted in many 
countr ies for rapid and ra t iona l economic growth was d i f f i -
cu l t without the cooperation of publ ic ownership. The 
planning cannot be successfully implemented without control l ing 
cer ta in key indus t r i e s by the Govemm^it. As far as the 
Indian Economy i s concerned the char ter of publ ic sector 
was embodied in the Indus t r i a l Pol icy Resolution of April 
1948. The ro le assigned to the s t a t e in the Resolution was 
s ign i f i can t for bringing a rapid economic development by 
expanding i t s a c t i v i t i e s . The r a t i o n a l e of pub l ic sec to r In 
India can be Ident i f ied with the r a t i o n a l e of economic 
planning. 
16. O p . c i t . , Rao Shukla, prakash/ Himalaya Publishing 
House/ Delhi/ pp.51-52. 
' • . ' l 
In the fundamental terms the aims of a l l economic 
planning i s to bring about ordered economic development in 
the d i f f e r en t sec tors of the na t iona l economy. The s t a t e 
can made a d e l i b e r a t e and conscious e f fo r t towards economic 
development by entering in the f ie ld of economic a c t i v i t i e s 
and can bring about the required development in c r i t i c a l 
a r e a s . Also the public i ndus t r i e s a r e used as the source of 
finance for the plan out lay . Further publ ic i n s t i t u t i o n s 
a re the medium through which the concept of welfare economy 
i s rea l ized p r a c t i c a l l y . They help in providing job oppor-
t u n i t i e s for the unemployed masses of the country. Further, 
there a re many other reasons for the emergence of public 
ownership in Ind ia . 
Apart from the cons t i tu t ion the i n d u s t r i a l pol icy 
Resolution adopted in April 30, 1956 a lso favoured in the 
creat ion of publ ic en t e rp r i s e s . The management of key 
indus t r i e s was placed in the publ ic s e c t o r . "In 1970, the 
i n d u s t r i a l l icensing pol icy was adopted which brought even 
the small indus t r i es under th i s s e c t o r . I n i t i a l l y we 
sha l l make the assumption tha t development i s aimed a t the 
goal which always appears most prominently in declarat ion 
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of government pol icy : the accumulation of resources for 
the purpose of continuously improving the standards of 
l iv ing of the masses. But whereas colonial governments 
tend to place t h e i r main emphasis on the expansion of 
a g r i c u l t u r e / e x t r a c t i v e and processing a c t i v i t i e s / those of 
no 
independent s t a t e s while by/hieans neglect ing the i r aspects 
of development tend to find t h e i r summun bonum in the 
creat ion of manufacturing i n d u s t r i e s such as appear to have 
brought power and p rospe r i ty to more developed lands . The 
reason for th i s difference in r e l a t i v e emphasis i s well 
known. A colonial government normally aims a t creating an 
economy which wi l l be complementary to that of the metro-
po l i t an country/ an independent government thinks in terms 
of an i n t e r n a l l y balanced/ d ive rs i f i ed and comparatively 
17 
se l f sustaining economy." 
17. Q p . c i t . , Hanson^ A.H.^1959^ p . 3 . 
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C H A P T E R - I I 
TYPES OF PUBLIC ENTERPRISES AS THEY DEVELOPED 
IN INDIA 
When India formulated i t s f ive year Plans for 
economic development/ the need for an ever-growing publ ic 
and 
sector came into force/with this arose a question of effi-
ciait working of the enterprises proposed for the Public 
sector under the five year plans. The Planning Commission 
discussed this problem and expressed that "normally state 
enterprises will be managed by the state but in special 
cases the possibility of management through private agoicy 
for a limited period may have to explored. In some cases, 
state enterprises may be operated through Public Corporations 
In order to gain experience of management through public 
corporations further experiment will be tried," 
The Planning Commission also considered the need 
to strengthen the machinery of economic administration 
at the disposal of the Government at the centre and in 
the states. To consider this aspect, the Government 
appointed a Commission head by A.G. Gorwala, who classified 
1. Chaterjee, S.K., Management of Public Enterprises, 
Surjeet Publications, Delhi, 1982, p.34. 
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t h e s t a t e e n t e r p r i s e s on t h e b a s i s of n a t u r e of t h e i r 
f unc t ions and suggested t h a t d i f f e r e n t forms should be 
adopted f o r d i f f e r e n t under tak ings as p e r t h e s u b j e c t of 
producing and s u i t a b i l i t y of a d m i n i s t r a t i o n needed. He 
expressed h i s views a s , " t h e g « i e r a l p r i n c i p l e r ega rd ing 
cho ice of form i s t h a t where the n a t u r e of work of an 
a u t h o r i t y i s s u b s t a n t i a l l y coirimercial, a J o i n t Stock 
company i s more s u i t a b l e , o the rwise a p u b l i c c o r p o r a t i o n 
i s d e s i r a b l e . The Pub l i c Corporat ion i s e s s e n t i a l where 
the u n d e r t a k i n g s i s d i scharg ing what i s i n e f f e c t an 
ex t ens ion of t h e function of Government, e . g . i r r i g a t i o n 
and h y d r o - e l e c t r i c p r o j e c t s as in a r i v e r v a l l e y scheme o r 
t h e d i s s e m i n a t i o n of informat ion as i n b r o a d c a s t i n g o r 
s u r f a c e c a r r i a g e of passenger and f r e i g h t as in t h e s t a t e 
2 
t r a n s p o r t , " 
FORMS OF PUBLIC ENTERPRISES; 
Various forms of p u b l i c e n t e r p r i s e s have been s e t 
up in I n d i a , according to the s t a t u t e s which i n c l u d e 
Depar tmental u n d e r t a k i n g s , pub l i c Corporat ion and the Publ ic 
Companies. P u b l i c e n t e r p r i s e s in Ind ia have been d iv ided 
2 . I b i d . 
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i n t o t h r e e c a t e g o r i e s , viz., t h e depa r tmen ta l managefnent, 
p u b l i c co rpo ra t i ons and the p u b l i c companies . These d i f f e -
r e n t forms of o r g a n i z a t i o n s have d i f f e r e n t f ea tu re s to 
s u i t t he va r ious needs of the c o u n t r y . 
1) DEPARTMENTAL KANACmENT: 
I t i s a t r a d i t i o n a l type of P u b l i c e n t e r p r i s e s in 
developed and in under developed c o u n t r i e s and has been 
used for Railways, Ctommanications, Pos t s & Telegraph, 
commercial o r i n d u s t r i a l monopolies of revenue r a i s i n g 
c h a r a c t e r . The p r i n c i p a l c h a r a c t e r i s t i c s of t h i s form of 
o r g a n i z a t i o n a r e : 
i ) The e n t e r p r i s e i s financed by annual aporopria-
t ion from the t r e a s u r y and a l l o r major s h a r e 
of i t s revenues a r e paid i n t o the t r e a s u r y . 
i i ) The e n t e r p r i s e i s s u b j e c t to t h e budget , 
account ing and a u d i t c o n t r o l s a p p l i c a b l e to 
o t h e r government a c t i v i t i e s . 
i i i ) The permanent s t a f f of the e n t e r p r i s e a r e 
c i v i l s e r v a n t s , and methods by which they a r e 
r e c r u i t e d and the c o n d i t i o n s of s e r v i c e under 
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which they a r e employed are o rd ina r i l y the 
same as per other c i v i l se rvan t s . 
iv) The en t e rp r i s e i s genera l ly organized as a 
major sub-divis ion of one of the departments 
and government i s subject to the d i r e c t control 
of the head of the departmeit . 
v) They a re accoutable to Parliament through the 
concerned min i s t e r s . The growth pol icy and 
functioning of public en te rpr i ses are communi-
cated to Parliament. 
v i ) Whenever t h i s applies in the legal system of 
of the country concerned, the en te rp r i se possess 
the sovereign immunity of the s t a t e and can not 
be sued without the consent of the government. 
"If s u i t a b i l i t y of departmental form the govern-
ment wishes have subs t an t i a l control over i t s en te rp r i se / 
3 the departmental undertaking would be most su i t ab l e one." 
From this point of view the railway, the Posts and Tele-
graphs, ordnance f a c t o r i e s , t ransport and communication 
3 . Rao, Shukla, Prakash, Administration of Public 
Enterprises in Ind ia , Himalayan Publishing House, 
Delhi, Second Edi t ion, 1990, p.98. . 
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e t c . have been s e t up as depar tmenta l u n d e r t a k i n g s . The B s t i -
mates Committee was of the opinion t h a t t h e I n d u s t r i e s 
r e l a t i n g to defence and the I n d u s t r i e s e s t a b l i s h e d fo r 
4 f i n a n c i a l c o n t r o l could be organized on depa r tmen ta l l i n e s . " 
"The g r e a t depar tments of s t a t e s a r e n o t o rgan ized 
5 fo r b u s i n e s s a d m i n i s t r a t i o n . " 
The c h a r a c t e r i s t i c s revea l t h a t t h e s e d e p a r t m e n t a l l y 
managed concernes a r e wholly under f u l l c o n t r o l of t h e 
s t a t e a d m i n i s t r a t i o n where p e r f e c t a c c o u n t a b i l i t y and 
s u p e r v i s i o n i s p o s s i b l e . 
There i s a l s o no c o n f l i c t of op in ion between 
management and t h e m i n i s t r y r e s p o n s i b l e fo r the under -
t a k i n g . Under tak ings under the ca t ego ry p r o v i d e the i n f r a -
s t r u c t u r e and i n d u s t r i a l ba se . 
2) GOVERNMENT COMPANIES; 
Another form of an autonomous a u t h o r i t y fo r tTonning 
s t a t e e n t e r p r i s e i s a government company. The term here 
Es t imates Committee/ 80th Report/ P u b l i c Under tak ings / 
Form and Ea rnes t , 1 3 " B r i t a i n ' s I n d u s t r i a l Fu ture" the 
Report of t h e Organ iza t ion / p . 6 
Earnes t / 1 3 , " B r i t a i n ' s I n d u s t r i a l Fu tu r e " / the Report 
of t he L i b e r a l I n d u s t r i a l Enquiry, Ext rac ted from 
HANSON, A . H . ( e d . ) . N a t i o n a l i s a t i o n , London, 1963,D.91 
i s used to denote an en te rp r i se formed under the Companies 
Act of 1956, in which the government has the control l ing 
i n t e r e s t s through i t s ownership of a l l or some of the 
sha re s . The operat ions and management of a government 
company are regulated by sect ion 620 of the Companies Act/ 
the cen t ra l Government however has a r igh t to accept par t s 
or fu l ly the appl icat ion of any provision of the Act/ 
accept Sections 618/ 619 and 619A to government companies. 
I t / thus covers en terpr i ses through which the government 
enters into par tnership with p r i va t e c a p i t a l . The Public 
company may a t t r a c t the fund by i ssu ing the i n t e r e s t bearing 
debentures and bonds. But in underdeveloped countries people 
respond more to an offer of equ i t i es for the concern. The 
reasons for the adoption of the company form i s re levant . 
The Government may have to acquire shares of an exist ing 
e n t e r p r i s e in an emergency in response to a f inancial or 
employment c r i s i s o r in order to maintain production or 
provide services of basic necess i t i e s which have become 
unprofi table und«r p r iva t e e n t e r p r i s e s . This happened in 
many Europeon countries during the v/orld War period/ where 
the Government transferred the shares to the public as 
soon a f t e r the establishment of the company/ the capi ta l 
of the comoany i s owned wholly e i t h e r by the Government or 
with p r iva te c a p i t a l , domestic or foreign. 
s t a t e 
In Ind ia , the/holds general ly major shares , but 
in countr ies l i k e France, Pakis tan, minor s t a t e p a r t i c i -
pation i s common. Both government and p r iva te p a r t i c i -
pants can take n a r t in management. I t i s exercised 
e i ther by a specia l agreement to tha t effect or by normal 
p r ac t i c e of e l ec t ing board members in proportion of t h e i r 
equity holdings. The company i s regis tered under the 
s t a tu to ry law enforced in the country. I t s lega l s t a tus 
i s i den t i ca l to tha t of the companies in the p r iva t e s ec to r . 
" I t i s a lso accountable to Parliament, i s secured as provided 
under sec t ions 619 and 619A of the Companies Act of 1956, 
which r e l a t e s to aud i t and submission of the annual r epo r t s , 
respec t ive ly . The members of the governing boards a re 
the elected representa t ives of various in teres ted groups. 
These government bodies a re not d ic ta ted by the minis ters 
6 
concerned." 
F inancia l ly , i t i s free from treasury and budgetory 
aporopria t ion. I t s cap i t a l fund i s derived from the s a l e 
of stock to government o r to p r iva te inves to r s . I t can 
use i t s own revenues. I t i s free from audit and accounts 
jTules of the government. I t s f inal accounts are prepared 
6. Rao, Shukla & Prakash, O p . c i t . , p.107. 
.:i 
and aud i t ed as in the case of a p r i v a t e e s t a b l i a h m e i t . 
The Audi tor General approves t h e names of A u d i t o r s . 
In the Company from a l l o r most of the func t ions 
a r e ves ted in the s h a r e - h o l d e r s b u t they a r e r e se rved fo r 
t h e government. The Est imates Committee in i t s r e p o r t 
has observed t h a t "Indian companies a r e more o r l e s s 
7 
ex t ens ion of depar tmenta l o r g a n i z a t i o n . " 
PUBLIC CORPORATION; 
VJith the r ap id expansion of p u b l i c e n t e r p r i s e s / 
i t becomes neces sa ry to evolve a new i n s t i t u t i o n to manage 
them. And the s o l u t i o n was found by the formation of 
P u b l i c c o r p o r a t i o n . 
These co rpo ra t i ons were thus made r e s p o n s i b l e fo r 
t h e i r own f inances i . e . financed by the u s e r s of t h e 
s e r v i c e s . The importance of such o r g a n i s a t i o n i s to form 
t h e n e a r e s t equ iva l en t to o r g a n i s a t i o n in p r i v a t e s e c t o r . 
The p r i n c i p l e c h a r a c t e r i s t i c s of P u b l i c Corpora t ion a r e : 
7 . Es t imates Committee/ 9 th Report/ 1953-54, 
( F i r s t Lok Sabha) , p . 1 6 . 
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i ) I t i s wholly owned by the s t a t e . 
i i ) I t i s genera l ly created by special Act/ which 
defines i t s powers, du t ies and immunities 
and prescr ib ing the form of management and 
i t s r e l a t ionsh ip to es tabl ished departments 
and minis ters* 
i i i ) As a body corpora te , i t i s a separate e n t i t y 
for legal purposes and can sue and be sued, 
enter in to contracts and acquire property in i t s 
own name. Corporations conducting business in 
t h e i r own names have been general ly given greater 
freedom for making contracts and acquiring 
and disposing off the proper ty than ordinary 
government departments. 
iv) Except for aporopriat ion to provide cap i ta l 
or to cover l o s s e s , a publ ic corporation i s 
unusually, independently financed. I t obtained 
i t s funds from borrowing e i t h e r from treasury or 
the pub l i c . I t i s authorised to use and re-use 
i t s revenues, 
v) I t i s genera l ly exempted from most regulatory 
and proh ib i to ry s t a t u t e s appl icable to expenditure 
of public funds. 
v i ) I t i s o rd ina r i ly not subjects to budget 
accounting and audit laws^ and procedures 
app l icab le to non-corporate agencies . 
v i i ) In the majority of the cases , employees of 
pub l ic corporation a re not c i v i l s e rvan t s , and 
are recrui ted and remmunerated under tenns and 
condit ions which the corporation i t s e l f d e t e r -
mines. I t i s free from c iv i l se rv ice regu la -
t ions and from the danger of red-tapism of 
bureaucracy. 
The Publ ic corporation i s an autonomous body which 
i s free from Parliamentary enquiry in to i t s management. I t 
has no i n t e r e s t of i t s own exceut promoting the i n t e r e s t s 
of the publ ic for which i t i s created. 
The Public Corporation i s l e f t to conduct i t s opera-
tion independently as the p r iva te business . I t has no 
share-holders in the ordinary sense of the term and i s not 
supposed to meet the i n t e r e s t of the share-holders . I t 
ex i s t s for the fulfi lment of the tasks enjoined upon by the 
law. The Public Corporations are not se t up only for p r o f i t 
motive but to meet the publ ic ends. 
The Public Corporation i s f i nanc i a l l y se l f -suppor-
t i n g . I t s finances are separate from the na t iona l budget, 
though- the t reasury keeps su f f i c i en t cont ro l over ce r ta in 
aspects of finance. I t s establishment i s made through 
funds provided by the S t a t e . 
And once i t i s sanctioned the Corporation has to 
make i t s own p lans . 
The Public Corporation i s free from parl iamentary 
enquiry in to i t s managem^t. I t s p o l i c i e s are subjected to 
parl iament and min i s t e r i a l con t ro l , but being a separate 
l ega l e n t i t y , i t i s not accountable to parl iament about i t s 
day to day workings. 
The Public Corporation i s governed by the special 
Act, which provides i t s cer ta in immunities which a re not 
extended to o ther corporate bodies of the land. 
The formation of Public Corporation requires the 
lengthy process of going through the whole l e g i s l a t i v e 
procedure.- Any subsequent change needs the amendment of 
the o r i g i n a l Act. 
FINANCE OF PUBLIC ENTERPRISES 
The s u p e r - s t r u c t u r e of e n t e r p r i s e s can be b u i l t 
on ly on the sound f i n a n c i a l b a s e . I t s cont inuous expan-
s i a i and growth depends upon t h e a v a i l a b i l i t y of adequate 
f inance smoothly/ r e g u l a r l y and a t the r ea sonab le c o s t . 
The s t a t e c o l l e c t s i t s f i nance through d i f f e r e n t r esources 
fo r t h e i r b e t t e r o p e r a t i o n . In P u b l i c Corpora t ions / t h e 
o r i g i n a l c a p i t a l i s provided o u t of p a r l i a m e n t a r y 
a p p r o p r i a t i o n e i t h e r as an o u t r i g h t g r a n t o r as an i n t e r e s t 
bea r ing c a p i t a l . The f inanc ing method of the s t a t u t o r y 
co rpo ra t i ons i s g e n e r a l l y i n d i c a t e d in t h e s t a t u t e s . Except 
in the case of mixed economy, the whole of the i n i t i a l 
c a p i t a l for t he p u b l i c s e c t o r under tak ings comes normal ly 
from the government d i r e c t l y o r through t h e th ree forms. 
(a) When a Government s t a r t s a new unde r t ak ing , the 
i n i t i a l investment i s always made out of the budgetary 
a l l o c a t i o n through t h e g r a n t s / e q u i t y c a p i t a l or l o a n s . 
Grants c a p i t a l a r e sanc t ioned g e n e r a l l y to the 
p u b l i c u t i l i t i e s and a r e made in a lump-sum amount. But 
the d i sadvan tage of t h e g r a n t s i s t h a t i t imposes no 
f i n a n c i a l d i s c i p l i n e on t h e e n t e r p r i s e . 
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T h e r e f o r e / except in a few c a s e s , where the g r a n t s 
a r e used e x c l u s i v e l y / the e n t e r p r i s e s a r e equipped w i t h 
e q u i t y t y p e c a p i t a l and loan c a p i t a l . 
FOREIGN CAPITAL: 
Foreign c a p i t a l i s t he impor t an t sou rce of 
f i nance of p u b l i c u n d e r t a k i n g s . Many of t h e p u b l i c 
u n d e r t a k i n g s a r e co l l abo ra t ed wi th the fo re ign i n v e s t -
ment . EScternal c a p i t a l for p u b l i c e n t e r p r i s e may be 
p r i v a t e o r p u b l i c , d i r e c t o r I n d i r e c t . 
IMVESTMSNT: 
The fol lowing t a b l e i n d i c a t e s the inves tment in 
t h e p u b l i c s e c t o r ( inc lud ing organized i n d u s t r y , mining, 
power/ t r a n s p o r t and communication) upto the Seventh 
Five Year P l a n . 
37 
TABLE - 1 
P u b l i c S e c t o r Investment during Five Year P lans 
0 Total Pub l ic S e c t o r 0 Pe rcen tage 
P e r i o d / P l a n s 0 j s h a r e 
J Rs. In Crores fi 
1 . F i r s t P lan(1951-56) 3,360 1,559 46.4 
2. Sec .P lan (1956-61) 6,831 3,730 54.6 
3 . Third Plan (1961-66) 10,400 7,185 60 .6 
4. Annual P l ans 
(1966-69) 16,089 6,571 
5 . Fourth Plan(1969-74) 22,635 13,655 
6 . F i f t h Plan(1974-79) 63,671 36,703 
7 . S i x t h Plan(1980-85) 158,710 84,000 
8 . Seventh Plan 
(1985-90) 322,710 154,218 47.8 
SOURCE; Rao, Shukla & Prakash, O p . c i t . , p . 6 4 . 
The above t a b l e shows t h a t dur ing t h i s per iod the 
p u b l i c s e c t o r investment haa increased from Rs, 1,559 
c r o r e s to Rs. 1,54,218 c r o r e s . In r e l a t i v e t e rms , t he 
40. 
60. 
57 . 
52, 
.8 
.3 
.6 
.9 
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percentage has increased from 46.40 percent for the 
f i r s t plan to 54.6 percent for the second plan. During 
the third p l an , the investment share was the highest 
8 
cons t i tu t ing s i x t y percent of the t o t a l investment. 
"The pub l ic sec to r out lay in Eighth Plan (1992-97) 
of Rs. 4/34,100 crores wi l l be financed to the extent of 
89 percent (Rs. 3,85,400, crores) by domestic resources, 
7 p e r c ^ t (Rs. 28,700 crores) by net inflow of cap i ta l 
from abroad and 4 percent (Rs. 20,000 crores) by d e f i c i t 
financing. 
Of the domestic resources , as much as 47 percent 
of the t o t a l resources (Rs. 3,85,400 crores) accounts for 
borrowing, small savings , provident funds and loans from 
financial i n s t i t u t i o n s and other miscellaneous cap i t a l 
r e c e i p t s . 
Of the s t a t e sec tor out lay of Rs. 1,79,985 c rores , 
Rs. 78,500 crores o r 44% of the t o t a l comes from the 
9 
centre by way of a ss i s t ance for S t a t e Plans . 
8 . I b i d . 
9. Indian Express, New Delhi , 21st Ju ly 1992, p.14 
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WORKING OF PUBLIC ENTERPRISES; 
P u b l i c s e c t o r p l ays an impor tan t r o l e i n the 
developmental p r o c e s s of many c o u n t r i e s a t l e a s t in t h e 
deve lop ing c o u n t r i e s . Pub l i c e n t e r p r i s e p r o v i d e s i n f r a -
s t r u c t u r e to t h e a l l - r o u n d investment i n t h e economy. I t 
makes the i n d u s t r i a l base for long run development by 
e s t a b l i s h i n g t h e b a s i c s t r a t e g i c i n d u s t r i e s . 
PUBLIC SECTOR AND THE INDUSTRIAL DEVELOPMENT; 
Planning in the developing c o u n t r i e s i s cons idered 
as balanced approach f o r economic development , as i t l e a d s 
to a r a t i o n a l a l l o c a t i o n of r e s o u r c e s . P u b l i c s e c t o r i s 
recognized to be one of the powerful t o o l s to ttake the 
p l ann ing s u c c e s s f u l . Af t e r the F i r s t Five Year Plan I n d u s -
t r i a l development has bee i given the top p r i o r i t y on p u b l i c 
s e c t o r . 
" I n d u s t r i a l development i s an e f f o r t in which t h e 
under-developed c o u n t r i e s p l a c e a major hope of f ind ing a 
s o l u t i o n to t h e i r problem of p o v e r t y , i n s e c u r i t y and o v e r -
p o p u l a t i o n and ending t h e i r r e a l backwardness in t h e 
10 
modem wor ld . " 
10. Murray, D.Bryce, Industrial Development, MacGraw Hill 
Co., New York, I960, p.3 
4C 
Rapid i n d u s t r i a l i z a t i o n with p a r t i c u l a r emphasis 
on the development of bas ic and heavy indus t r ies were 
s ta ted in the object ives of the Second Five Year Plan. I t 
was based on the assumption tha t in the long run, the 
r a t e of development of the economy would be the function 
of the Increasing r a t e of investment. The higher r a t e 
of investment the lower Income generated in the short 
period but g rea te r would be the speed a t which the income 
wi l l increase a f t e r a c r i t i c a l pe r iod . 
The Plan framework has s t ressed the need of e s t a b l i -
shing and expanding the bas ic i ndus t r i e s to manufacture 
heavy machinery with a l l poss ib le speed. This enabled 
India to i n s t a l l new p lan ts for the production of s t ee l 
engineering, equipments , f e r t i l i z e r s , cement and other ins t ru-
ments and consumer goods with the help of machinery manufac-
tured in India out of domestic resources . 
The development of heavy and basic indus t r i es does 
not imply t t e t a g r i c u l t u r a l development has been neglected. 
The ag r i cu l tu ra l production was emphasised in order to get 
r id of the foreign dependence. Mahalanobis, "while ernpha-
sizing on i n d u s t r i a l i z a t i o n , considers t t e t the diff iciency 
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of t h e food supp ly which has led to the d i f f i c u l t i e s of 
fo re ign exchange could a l so be solved by means of i n d u s -
t r i a l i z a t i o n , " 
In I n d i a where unemployment i s the major problem, 
i t looks u n n a t u r a l to have the c a p i t a l i n t e n s i v e I n d u s t r i e s . 
N e v e r t h e l e s s / t h e s e i n d u s t r i e s can p rov ide t h e jot) o p p o r t u -
n i t i e s by t h e i r spread e f f e c t s in the long run . The growth 
of the p u b l i c s e c t o r c a p i t a l i n t e n s i v e complex u n i t s i n d i c a t e s 
t h a t t h e s e have been used as growth c e n t r e s around which 
f u r t h e r development takes p l a c e . The purpose of e s t a b l i -
shing t h e s e i n d u s t r i a l p r o j e c t s was to make a t r u t h f u l move 
towards rap id and d i v e r s i f i e d i n d u s t r i a l development of the 
coun t ry . I t was a l s o towards the o b j e c t i v e of checking the 
c o n c e n t r a t i o n of economic power. 
PRODUCTION CONTRIBUTION OF PUBLIC SECTOR; 
Through i n d u s t r i a l i z a t i o n pub l i c s e c t o r enabled 
the economy independent in many f i e l d s . Product ion of the 
c a p i t a l goods b r i n g s an a l l round development which conse -
q u e n t l y i nc r ea sed the p e r - c a p i t a income by r a i s i n g the 
n a t i o n a l income. 
1 1 . Mahalanobis , P . C . , The Approach of Opera t iona l 
Research to Planning in I n d i a , Indian S t a t i s t i c a l 
I n s t i t u t e / p . 5 2 . 
^2 
EXPORT EARNINGS OF PUBLIC SECTOR; 
The p u b l i c u n d e r t a k i n g s were s e t up p r i m a r i l y t o 
mee t t h e i n t e r n a l needs of o u r r a p i d l y d e v e l o p i n g economy. 
E x p o r t i n g t h e i r p r o d u c t s t h e y a r e a b l e t o e a r n t h e f o r e i g n 
e x c h a n g e which i s used t o i m p o r t t h e raw m a t e r i a l , and modern 
e q u i p m e n t s f o r o u r i n d u s t r i a l i z a t i o n . 
IMPORTS SUBSTITUTION FROM PUBLIC SECTOR; 
The p u b l i c s e c t o r u n d e r t a k i n g s have e n a b l e d t h e 
c o u n t r y to s a v e t h e v a l u a b l e f o r e i g n e x c h a n g e by t h e i r i n d i -
genous p r o d u c t i o n . They have p r o d u c e d t h e goods f o r t h e 
i n t e r n a l demand which would have o t h e r w i s e been i m p o r t e d . 
DEFICIENCIES OF PUBLIC SECTOR: 
M a n a g e r i a l e f f i c i e n c y and e f f e c t i v e n e s s i s a t t h e 
h e a r t of t h e f u n c t i o n i n g and p e r f o r m a n c e o f any e n t e r p r i s e . 
However, p u b l i c s e c t o r e n t e r p r i s e s a r e w i t h a few e x c e p t i o n s 
v e r y i n e f f i c i e n t l y and i n e f f e c t i v e l y managed d u e t o t h e 
f o l l o w i n g r e a s o n s . 
(a) No c o n t i n u i t y a t t h e t o p management l e v e l . I t 
has become a l m o s t t o s a y t h a t mos t p u b l i c s e c t o r 
e n t e r p r i s e s a r e h e a d l e s s b o d i e s . 
^3 
[b) Conflicting and confused ob jec t ives : The number 
of guidelines issued by the bureau of public 
enterpr ises t o t a l s the as tonishing figure of 800. 
To complicate matters fu r the r , there i s very 
often a conf l ic t between ex i s t ing p o l i t i c a l ideo-
logies and current management p r a c t i c e s . 
(c) Dominance of p o l i t i c i a n s in po l icy making: 
There i s continuous p o l i t i c a l in ter ference in 
the day to day functioning of en t e rp r i s e s . This 
ex i s t s to such an extent tha t in r e a l i t y mana-
gers have p r a c t i c a l l y no autonomy in taking 
12 Inportant dec is ions . 
Further/ instead of confining i t s e l f to core indus-
t r i e s / the Government strayed in to pa th les s v/oods and every 
ac t of na t iona l iza t ion of a s ick indus t ry has pushed i t 
13 deeper in to the mire. 
According to a recent government survey/ out of 244 
cen t r a l undertakings in the country, ba re ly 20 were found 
to be highly p ro f i t ab le / 74 moderately p r o f i t a b l e / four 
12. The Economic Times (New D e l h i ) , 22 August/ 1991 
13 , The Hindustan Times/ New D e l h i , 3 1 s t August, 1992. 
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without p r o f i t or l o s s , and as many as 135 reg is te red 
aggregate negat ive p r o f i t s . Of the l a t e r , 54 un i t s were 
chronica l ly s ick with labour force of 3,3 lakh persons 
and n e t f l i a b i l i t i e s touching Rs, 4/600 c ro re . 
There a re a lso the s t a t e - l e v e l publ ic en te rpr i ses 
(SLPEs) which were s e t up to acce lera te the pace of 
nat ional development/ and which in recent years have p r o l i -
ferated to a g rea t ex ten t . For instance/ during the seven 
year period from 1980-81 to 1986-87/ 350 SLPEs were s e t up, 
ra is ing the t o t a l investment in State level en te rpr i ses 
from Rs. 2/060 crore over to Rs. 13/000 c rore . Investment 
in Sta te leve l publ ic enterpr ises grew a t an average r a t e 
of 45 percent per annum between 1976 and 1987/ as agains t 
30 percent in the case of central undertakings. Yet for 
a l l the s t a t e s taken together/ the asse t turnover r a t i o for 
the s t a t e l eve l publ ic enterpr ises had been as low as 3 : 1 
( indicat ing tha t for every rupee invested, the re turns 
have been bare ly 33 p a i s e ) . About 40 percent of these 
en terpr i ses were in the red a t the gross marginal l eve l 
while 50 p e r c e i t incurred losses a t the operating margin 
14 l e v e l . The remaining 10 percent showed small surp luses . 
14. Ib id . 
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THE NEW INDUSTRIAL POLICY; 
The new I n d u s t r i a l p o l i c y has made e f f o r t s to 
a d d r e s s i t s e l f to some of the c h r o n i c problems of t h e 
p u b l i c s e c t o r . I t aims a t : 
(1) D i s t r i b u t i n g 20 p e r c e n t p u b l i c s e c t o r u n i t s to 
the mutual funds, f inanc ing i n s t i t u t i o n s , gene-
r a l p u b l i c and t h e workers . 
2) Referr ing c h r o n i c a l l y s i c k p u b l i c s e c t o r u n i t s 
to t h e Board for f i n a n c i a l and I n d u s t r i a l 
Reconst ruct ion ( B I F R ) fo r t h e formula t ion of 
s u r v i v a l schOTe. In his budget speech . 
Dr. Manmohan Singh s a i d , "A s p e c i a l s e c u r i t y mecha-
nism w i l l be c rea ted to fu l l y p r o t e c t t h e i n t e r e s t s of the 
workers l i k e l y to be a f fec ted by the r e h a b i l i t a t i o n package 
of t h e BIFR, Autonomy in management and t h e corresponding 
a c c o u t a b i l i t y would be provided through a system of 
memorandum of unders tanding (MOU) between t h e Government 
15 
and the p u b l i c s e c t o r e n t e r p r i s e s . " 
This new i n d u s t r i a l and commercial p o l i c y for revamping 
and r e s t r u c t u r i n g the economy i s a l s o named as P r i v a t i z a t i o n . 
15 . The Economic Times (New D e l h i , 22nd August, 1991. 
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Pr iva t i z a t i on in simple terms i s the transfer of 
ownership for the puJDlic sec tor / but with the provision 
that there i s no bar . J:o operating these areas to 
the p r iva te s ec to r . The indus t r i e s include those dealing 
with the production of s t e e l , o i l / power/ pharmaceuticals 
and petro-chemicals . Enterprises in areas where con t i -
nued public s ec to r involvem^it ia judged appropria te , 
g rea te r degree of managerial autonomy i s being provided 
by the Government. I t a lso proposes the systetn of 
monitoring the u n i t s . A weighty argument in favour of 
p r iva t i za t ion these en te rp r i ses i s that i t would help a 
f i s c a l l y strapped government to cut down on i t s d e f i c i t s . 
This could serve as a bone to an economy facing a resoutee 
crunch and enable i t to get out of the debt t rap . 
Another benef i t stemming from pr iva t i za t ion i s 
s ta ted to be the po t en t i a l increase in the operational 
efficiency of the e n t e r p r i s e s . Improved efficiency comes 
through changes in objec t ives / higher incent ives , reduction 
of operat ional c o n s t r a i n t s , g rea te r accountabi l i ty and 
measurabil i ty of performance a t various l e v e l s . 
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The B r i t i s h example of p r i va t i z a t i on is widely-
quoted in th i s context . The magic turnaround of the 
B r i t i s h Telecom through p r iva t i za t ion i s a landmark in 
i t s e l f . Within a cour>le of years of Margret Thatcher ' s 
experiment/ th i s s t a t e sec tor giant in the U.K., which 
had accumulated losses in b i l l i o n s .of pounds s t e r l i n g , 
has been brought back to health. 
In case of India a l s o , p r iva t i za t ion has s t a r t ed 
making waves in a small way. Certain examples a r e 
provided by the government's attempts to d i s i n v e s t in 
s t a t e sec tor uni ts l ike the National Thermal Power 
corporation and Hindustan Machine Tools by s e l l i n g shares 
through bonds. 
"The main plank of the votar ies of p r i v a t i z a t i o n 
i s the inherent and b u i l t - i n i ne f f i c i e i cy of the pub l i c 
s ec to r . Because i t can not go bankrupt i t has no compul-
sion to compete or excel , when an indust ry knows tha t 
the Government wi l l always pu l l i t s fa t from the f i r e / 
the r e s u l t is i n e r t i a , ineff iciency and scant a t t en t ion 
16 
to the needs of consumers.' 
16. Hindustan Times, August 31st , 1992, New Delhi . 
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The managerial e f f ic iency of the p r i v a t e sector 
i s not much ahead of publ ic e n t e r p r i s e s . Several econo-
mists have commented that the experience and p rof i l e 
of the p r iva t e sec to r does not induce su f f i c i en t confi-
dence that they can manage the complex publ ic en te rp r i ses . 
The eff ic iency of management i s j u s t f r ac t iona l ly higher 
or 
in the, p r i va t e s e c t o r / i n the publ ic s e c t o r . 
One ser ious problem facing p r i v a t i z a t i o n i s 
res i s tance from the manpower s e c t o r . If f a i r play has to 
be given a chance/ mass sca le retrenchment i s out of the 
question. There are no soc ia l s ecu r i t y schemes operat ive 
in India as in Br i t a in . 
Hence/ l i k e l y layoff consequent upon immediate 
p r iva t i za t i on / i s bound to lead to p r i v a t i z a t i o n and 
therefore strong resentment. 
with the la rge backlog of unemployment in the 
country/ there I s now a l l the more need to preserve as 
many jobs as poss ib l e . 
Computerisation/ as i t iS / has rendered mill ions 
of jobs redundant. 
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"As for the golden hnadshake scheme for public 
sec tor undertaking employees who have cotioDleted 10 years 
of s e r v i c e , i t involves a mind - bagging amount that 
17 
cannot be raised overnight." 
Furthermore/ the Pricing Policy in cer ta in sec tors 
l i k e o i l i s too p o l i t i c a l l y s ens i t i ve to be l e f t suddenly 
in the hands of commercial opera tors . The p r iva t e sec tor 
also c a r r i e s the stigma of black-marketing/ tax evasion 
and unfa i r labour p r a c t i c e s . 
A frequent c r i t i c i sm of p r iva t i za t ion i s that 
they a r e merely a give-away of public property a t pr ices 
far below the f a i r valuation of the a s s e t s . One reason 
for the low p r i ces companies fetch is the l a rge r i sks 
that p r i va t e inves tors have to take* besides p r i ce 
controls exercised by the Government that can prevent a 
f a i r re turn on c a p i t a l to ensure best p r i c e s . 
Another important question concerns c a p i t a l , the 
p r i v a t e sec to r in India does not have the capacity to 
buy the shares of public sector undertakings (PSUs) on 
a la rge s c a l e . This sec tor has already taken up many 
17. Ib id . 
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mega projects and hence may not be in a posi t ion to 
finance the takeover of public sec tor p r o j e c t s . I t needs 
to be noted t t e t many of these mega projec ts are a lso 
financed through the publ ic sector f inancial i n s t i t u t i o n s . 
One a l t e r n a t i v e i s to allow foreign cap i ta l to 
bid when the publ ic sec tor concerns are put up for s a l e . 
The foreign inves tors would be in a pos i t ion to bring in 
addit ional technology or management s k i l l s . 
Foreign investment may p a r t l y ease the current 
sca rc i ty of foreign exchange. But a poss ib le area of 
concern could be the element of control exercised by foreign 
i n t e r e s t s on important sectors of the economy. 
The opponents to Pr iva t iza t ion ra i ses fears a lso 
about loss of revenue and s t r a t e g i c supplies as a lso 
survival of uneconomic soc ia l ly necessary service . These 
require special provis ions to be incorporated in various 
l e g i s l a t i o n s . 
To conclude/ l i b e r a l i z a t i o n should not mean 
indiscr iminate P r iva t i za t i on / but eff iciency and compe-
t i t iveness in indus t ry . 
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Thus, minimum Government presence leading to 
emergence of autonomous leadership , b e t t e r management of 
resources and increase in p roduc t iv i ty , emergence of a 
to 
pew dynamic j o i n t sec to r , a re expected/change the face of 
the Public Sector in th is country. 
C H A P T E R - I I I 
PUBLIC SECTOR IN UTTAR PRADESH - AN 
0VERVIEV7 
52 
_C_H_A__P_T_E_R_- I I I 
PUBLIC SECTOR IN UTTAR PRADESH - AN OVERVI EVf 
S t a t e i n t e r v e n t i o n in t h e economic l i f e of the 
peop le i s regarded as a common f e a t u r e of the modern 
economic system. In t h e developing c o u n t r i e s / the growth 
of s t a t e e n t e r p r i s e s can be termed to be a lmost synonymous 
wi th the development/ n a t i o n a l p l a n i n g and l e g i t i m a t e 
r i g h t of the p o v e r t y , s t r i k e n c o u n t r i e s to achive h igher 
s t anda rds of l i v i n g . These e n t e r p r i s e s have been extending 
t h e i r t e n t a c l e s over t h e ownership of the means of p roduc-
t ion and d i s t r i b u t i o n / i r r e s p e c t i v e of the n a t u r e of economy 
o r of s t a g e of development . 
Pub l i c e n t e r p r i s e s in U t t a r Pradesh a t t a i n e d a 
Dlace of p r i d e wi th t h e i r p r o l i f e r a t i o n in expansion of 
p u b l i c s e c t o r a t a r a t e which i s unique/ unprecedented in 
the economic h i s t o r y of the S t a t e / has s e t the pace of 
economic development in the r i g h t d i r e c t i o n . Therefore , 
the importance and need of p u b l i c s e c t o r has been empha-
s i s e d by va r ious a u t h o r i t i e s i n c l u d i n g our a l l Prime 
f-linisters a t v a r i o u s forums. The I n d u s t r i a l Po l i cy Reso-
l u t i o n adopted by ou r count ry has a s s igned a key r o l e for 
53 
the publ ic s ec to r and has reserved some core sec tors for 
development only under public sec tor . There are 24 
cen t ra l publ ic en te rp r i ses in u t t a r Pradesh, which were 
entered in to the s t a t e ' s economy in February, 1955 with 
the establishment of Naini Indus t r ia l Estate by NSIC to 
provide i n f r a - s t r u c t u r e f a c i l i t i e s to small sca le indus-
t r i e s , o i l and Natural Gas commission came in to formation 
1 
in 1955 was l a t e r converted in to a s t a tu to ry body in Octo-
ber 1959, Thereaf ter , two uni ts in the f i f t i e s , nine uni ts 
in s i x t i e s and n ine uni t s betweei January 1970 and October 
1974 were promoted and establ ished. During 1978, UPDPL and 
PICUP were incorporated. High tension ceramic i n su l a to r 
factory of BHEL in sul tanpur was inaugurated in February 
1984. The concentration of public sector in some towns 
shows preference of the government to develop these a r ea s . 
There a re about 12 cen t ra l public sector uni t s located in 
Kanpur, Allahabad and Lucknow alone. Kxathura, Jhans i , 
Gorakl^ur and Rae Bareli e t c . are the other d i s t r i c t s where 
the cen t ra l government have more u n i t s . The backward d i s -
t r i c t s of the s t a t e have drawn the a t ten t ion of the cen t re 
and so far e ight operating enterpr ises were es tabl ished in 
1. Oil and Natural Gas Commission, Booklet published by 
Public Relations Deoartment of ONGC, May, 1976, p.6 
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these a r ea s . A number of p ro jec t s of crores of rupees 
are about to be completed in the s t a t e . Hence, the 
cen t ra l government i s paying i t s due a t t ^ t i o n to develop 
Ut ta r Pradesh through es tabl i sh ing p u b l i c sec to r u n i t s . 
The S ta te enterpr ises in Ut ta r Pradesh consis t 
of 53 corporations registered under the Oompanies Act 
8 Oorporations and Boards were s e t up under separa te 
s t a t u t e . There were only 10 en te rp r i se s by the end of 
1967 and 17 by the end of 1972. Their number sharply 
rose to 53 by 1977 and further to 61 by 1988. Besides, 
there are 24 subsidiary companies of these Corporations. 
The Ut ta r Pradesh State en te rpr i ses are mainly func-
tioning in the area of developmental and promotional 
a c t i v i t i e s unlike the centra l publ ic s ec to r un i t s which 
a re predominantly manufacturing and trading in na tu re . 
Central public sec tor enterpr ises have been establ ished 
mostly in accordance with the I n d u s t r i a l Policy Resolu-
tions of the Government of Ind ia . S t a t e en te rp r i ses 
a re mostly e i the r old units run by the government 
departments or extension of departmental s e rv i ce s . The 
s t a t e enterpr ises have been es tabl ished to provide 
infra-structural f ac i l i t i e s in various sectors l ike 
Agriculture* Handicrafts * Handloom/ Industries etc . 
To manage the public u t i l i t y system. 
To safeguard and expand employment 
opportunities and diversify the s t a t e ' s 
production potential in terms of value 
added. 
To upl i f t and help the economically weaker 
sections of the society and minorities. 
The basic philosophy for establishing these s ta te 
enterprises is to bring about a result ori^ited cost bene-
f i t approach to the developmental a c t i v i t i e s , accelerate 
growth in different sectors of the economy through spe-
cialized agencies and f inal ly to ease the burden on 
s t a t e ' s financial resources through use of inst i tut ional 
finance. Setting up of these numerous public enterprises 
reveals the s ta te governments in te res t and intention to 
bring about rapid a l l round growth of the s ta te with i t s 
meagre resources. 
The Uttar Pradesh public sector enterprises have 
been classified into following eight (8) groups. 
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T A B L E - 2 
Shows the Class i f i ca t ion of Public 
en te rp r i se s In U t t a r Pradesh 
S.No.li Groups II Number of Enterprises 
t 5 
1. Energy 3 
2. Manufacturing 8 
3 . Service 8 
4. Financial Assistance 3 
5. Sectoral Development 17 
6. Area Development 12 
7. Minori t ies & Weaker Sections 5 
8. Construction 5 
Total 61 
SOURCE; Annual Report, Uttar Pradesh S ta te Enterpr ises/ 
Lucknow. 
Energy i s an inrroortant sector within s t a t e en te r -
p r i s e s , eaploylng the major chunk of s t a t e s resources. 
In addit ion to the s t a t e e l e c t r i c i t y board, Uttar Pradesh 
Rajya vidyut Utpadan Nigam has been estaiolished which i s 
a t present Implementing the Unchahar Thermal Power Projec t . 
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To iden t i fy and implement the mini and micro hydel projects 
in p la ins and h i l l s ^ a separate company has been es tabl i shed. 
This company i s implementing three mini hydel p ro jec t s 
and i s undertaking s tudies/survey e t c . for 19 other p ro j ec t s . 
Major en te rpr i ses under manufacturing group a r e sugar, 
t e x t i l e / cement and auto t r a c t o r s . While cement un i t s were 
es tabl ished to u t i l i z e the lime stone deposi t s ava i l ab le 
in Mirzapur d i s t r i c t , sugar un i t s a re the r e s u l t of take-
over of s ick sugar uni ts from p r i v a t e sec tor in 1971. 
Tex t i l e corporation was se t up to provide cotton yam to 
the handloom weavers scat tered over the S ta te as the e n t i r e 
yarn requirement of Uttar Pradesh was being met by the units 
outs ide the S t a t e . The Corporation has es tab l i shed 13 
spinning mil ls with over 5 lacs spindles to fe tch not only 
the needs of the s t a t e but a lso exporting i t s yarn to 
foreign countr ies and earning foreign exchange. The Corpo-
ra t ion has very good monitoring system and i s competing 
with the p r i va t e sector u n i t s . 
In the serv ice sector there a re 8 en te rp r i ses 
l i k e U.P.S.R.T.C./ J a l Nigam* Warehousing Corporation e t c . 
All these en terpr i ses are public u t i l i t i e s providing ' 
e s sen t i a l and bas ic amenities to the c i t i z ens of the s t a t e . 
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These en terpr i ses account for more thna 25 percent of 
the t o t a l employment in the s t a t e e n t e r p r i s e s . There 
a re 3 en terpr i ses in the f inancia l and promotional ca te -
gory namely U.P.F.C. , PICUP and, Panchayati Raj Vit ta Nigam. 
The f i r s t two a re engaged in providing f inancia l ass i s tance 
in the indus t r i a l development of the s t a t e and have done 
exceedingly well and remained as top performers v i s - a -v i s 
t h e i r counterparts in other s t a t e s . Their good performance 
over a period of time wi l l place the s t a t e on the indus t r i a l 
map of the country. Panchayati Raj Vi t ta Nigam provides 
ass i s tance to Panchayati Raj i n s t i t u t i o n s and contributes 
to the development of small s ca l e ru ra l i n d u s t r i e s . 
There are 17 sec to ra l development corporations which 
have been established to ca te r to the spec i f i c needs of 
the d i f ferent sectors of the indus t ry in the s t a t e . Enter-
p r i ses in the f ie lds l i k e brass-ware, l e a the r and handloom 
have helped the small and poor a r t i s a n s who were being 
exploited by the prevalent t rade p rac t i ce s through impar-
ting t ra in ing , providing raw mater ia l s and marketing the i r 
produce. 
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Uttar Pradesh a e c t r o n i c s Cbrporation has been 
s e t up for the development of the e l ec t ron ics industry . 
I t i s not only competing with other e l e c t r o n i c , un i t s in 
the country spec ia l ly in consumer e l e c t r o n i c s , and computer 
hand-ware but has been working as a developmental agency 
in this v i t a l sunr ise indus t ry . I t has been able to 
es tab l i sh and a t t r a c t a number of e lec t ron ics component 
i n d u s t r i e s , which wi l l go a long way in the overa l l develop-
ment of the s t a t e . S imi lar ly , for exp lo i ta t ion of mineral 
resources of the s t a t e and developing f i she r i e s / forest 
wealth, tourism, separate corporations have been established. 
Chalchitra Nigam owns the l a r g e s t chain of cinena halls 
in the country and i s an ef for t to reach the rura l masses 
and provide them recrea t iona l f a c i l i t i e s . To a s s i s t the 
cane growers, four corporations have been s e t up on area 
bas is to provide f inancial a s s i s t ence for procurement of 
seed, f e r t i l i z e r and pes t i c ides e t c . 
Divisional development cortx>rations are concen-
t r a t ing on the development of the revenue divisions through 
se t t ing up of uni ts based on ava i lab le raw materials and 
to a s s i s t the local t a l en t s in es tab l i sh ing small scale 
u n i t s . For the development of economically weaker sections 
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i . e . , the scheduled castes and scheduled t r ibes and minori-
t i e s / 5 corporat ions have been se t up to evolve spec i f i c 
schemes for t h e i r upliftment especia l ly in the areas of 
finance and housing, imparting t raining e t c . There are 5 
un i t s under the construction sec tor . Two construct ion corpo-
ra t ions which a re off-shoot of the s t a t e publ ic works depart-
ment have been establ ished to develop competitive s t r e n g t h , 
not only in the works of the s t a t e but a lso to undertake 
jobs ou t s ide as con t rac tors . These corporations i . e . . 
Bridge and Nirman Nigam have been developed by not only comp-
le t ing the works assigned by the S ta te in time as far as 
poss ib le but have also been able to secure cont rac t v;orks 
through bidding outside the s t a t e . Bridge corporation has 
been able to secure foreign contract works too, though there 
have been some s e t back due to the Gulf war. 
Besides, local development au thor i t i e s in towns, 
the Ut ta r Pradesh housing and development board has been 
continuously endeavouring since 1966 towards solving the 
housing problems of urban population in the S t a t e . The 
Ut tar Pradesh Avas Nigam has been se t up r ecen t ly , s p e c i f i -
ca l l y to const ruct houses for police personnel , of U.P. 
S ta te in the time-bound framework. Anothen;i e n t e r p r i s e 
6i 
U . p . S . I . D . C . i s a l r e a d y engaged i n p r o v i d i n g d e v e l o p e d 
p l o t s and sheds f o r i n d u s t r i a l p u r p o s e s . 
INVESTMEJ^ JT IN PUBLIC ENTERPRISES OF 
UTTAR PRADBSH; 
"At t h e end of 1986-87 t h e t o t a l gove rnmen t i n v e s t -
ment i n t h e form of e q u i t y c a p i t a l and l o a n s i n a l l p u b l i c 
s e c t o r e n t e r p r i s e s has been of t h e o r d e r o f Rs.5/694 c r o r e s 
and i n s t i t u t i o n a l f i n a n c e of Rs. 1^793 c r o r e s has been 
m o b i l i z e d by t h e s e e n t e r p r i s e s . T h u s , t h e t o t a l i n v e s t m e n t 
i n a l l t h e s e e n t e r p r i s e s was n e a r l y Rs. 7 , 4 8 7 c r o r e s . Energy 
s e c t o r has l i o n ' s s h a r e of 80 ,7 p e r c e n t o f t h e t o t a l s t a t e 
g o v e r n m e n t i n v e s t m e n t . M a n u f a c t u r i n g and s e r v i c e e n t e r -
p r i s e s a c c o u n t f o r 7 .85 p e r c e n t and 4 . 8 p e r c e n t r e s p e c t i v e -
l y . The r e m a i n i n g 6 .65 p e r c e n t has been i n v e s t e d i n t h e 42 
2 
e n t e r p r i s e s . " 
EMPLOYMENT IN UTTAR PRADESH PUBLIC SECTOR 
ENTERPRISES; 
The t o t a l employment i n s t a t e e n t e r p r i s e s i n 1988 
was a p p r o x i m a t e l y 2 .4 l a c s , o f t h i s more t h a n 40 p e r c e n t 
was s h a r e d by e n e r g y s e c t o r e n t e r p r i s e s w h i l e s e r v i c e 
s e c t o r e n t e r p r i s e s s h a r e was 2 6 . 3 p e r c e n t and m a n u f a c t u r i n g 
2 . A Handbook of U . P . S t a t e P u b l i c S e c t o r E n t e r p r i s e s , p . •> 
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e n t e r p r i s e s s h a r e was 2 1 . 8 p e r c e n t . About 0 .25 l a c 
p e r s o n s w e r e employed by t h e s u b s i d i a r i e s o f t h e s e e n t e r -
p r i s e s . Hence , t h e u t t a r P r a d e s h s t a t e p u b l i c e n t e r p r i s e s 
3 
have c r e a t e d a l a r g e volume o f employment . " 
CLASSIFICATION OF ENTERPRISES ACCORDING TO 
YEAR OF ESTABLISHMli^T; 
The f o l l o w i n g t a b l e r e v e a l s t h e y e a r of e s t a b l i s h -
ment of U t t a r P r a d e s h s t a t e p u b l i c e n t e r p r i s e s . 
T A B L E - 3 
Showing t h e C l a s s i f i c a t i o n of E n t e r p r i s e s 
A c c o r d i n g t h e y e a r o f e s t a b l i s h m e n t 
5 
Year 5 No, of E n t e r o r i s e s 
0 
Upto 1967 lO 
1967-1972 7 
1972-1977 36 
1977-1982 4 
1982 & a f t e r 4 
TOTAL 61 
SOURCE; Annual R e p o r t , U t t a r P r a d e s h S t a t e E n t e r p r i s e s , 
Lucknow. 
3 ' I b i d . , p . 2 5 
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The above mentioned table reveals that in 1967 
there were only 10 public sector units in the state but now 
the number has gone up to 61 and the Uttar Pradesh State 
Electricity Board is the giant public enterprise. 
CLASSIFICATION OF ENTSRPPaSES ACOORDING TO 
FUNDS DEPLOYED: 
The classification of public enterprises baaed on 
fund deployed is furnished in the table No.4. 
T A B L E - 4 
Funds 
Showing 
Deployed ( 
C l a s s i f i c a t i o n of 
on Funds 
0 
Rs.in l a c s ) 5 
e n t e r p r i s e s 
Deployed 
b a s e d 
No. of E n t e r p r i s e s 
0 0 - 5 0 13 
50 - 100 9 
100 - 1000 23 
1000 - a b o v e 16 
TOTAL 61 
SOURCE; Annual R e p o r t / U t t a r P r a d e s h S t a t e 
E n t e r p r i s e s / Lucknow. 
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I t i s e v i d e n t from t h e a b o v e t a b l e t h a t o u t of 
61 e n t e r p r i s e s 13 e n t e r p r i s e s d e p l o y e d t h e funds Rs.0.50 
l a c S / 9 e n t e r p r i s e s d e p l o y e d Rs, 50 - 100 l a k h s , 23 u n i t s 
d e p l o y e d t h e funds R3. lOO - l o o o l a k h s and 16 e n t e r p r i s e s 
d e p l o y e d t h e funds of fe. 1000 and a b o v e . Th i s shows t h a t 
m a j o r i t y of e n t e r p r i s e s d e p l o y e d t h e funds of Rs.lOO - 1000 
l a k h s fo l lowed by t h e d e p l o y e d funds of Rs. 1000 l a k h s . 
TURNOVER OF PUBLIC ENTERPRISES IN UTTAR PR^QESH; 
The t a b l e No.5 makes a c l a s s i f i c a t i o n of U t t a r 
P r a d e s h s t a t e p u b l i c s e c t o r u n i t s on t h e b a s i s o f t u r n o v e r . 
T A B L E - 5 
Showing t h e C l a s s i f i c a t i o n o f E n t e r p r i s e s 
based on t u r n o v e r 
T u r n o v e r (Rs. i n l a k h ) 
0 
0 No. o f E n t e r p r i s e s 
0 . . 
O - 100 
100 - 1000 
1000 -. 2500 
2500 - 5000 
5000 and above 
TOTAL 
23 
21 
3 
4 
10 
61 
SOURCE; Annual R e p o r t / U t t a r P r a d e s h S t a t e E n t e r p r i s e s , 
Lucknow. 
From the foregoing t a b l e i t can be observed t h a t 23 
p u b l i c e n t e r p r i s e s ted turnover of Rs. 100 lakhs ,21 e n t e r -
p r i s e s had a t u r n o v e r of Rs. 100 - 1000 lakhs 3^ e n t e r p r i s e s 
had a tu rnover of Rs, 1000 - 2500 lakhs and 10 e n t e r p r i s e s 
had a t u rnove r of Rs. 5000 l a k h s . This l e ads to a c o n c l u -
s ion t h a t t h e m a j o r i t y of e n t e r p r i s e s had l e s s t u r n o v e r . 
CLASSIFICATIOI^ OF ENTERPRISES BASED ON Sr4PL0YM3^T; 
The t a b l e given below r e f l e c t s t he c l a s s i f i c a t i o n of 
p u b l i c s e c t o r u n i t s based on employment g e n e r a t e d . 
T A B L E - 6 
Showing C l a s s i f i c a t i o n of E n t e r p r i s e s based 
on employment genera ted 
5 
No. of Employment 0 No. of E n t e r p r i s e s 
0 
Below - loo - 22 
loo - 500 13 
500 - 1000 9 
1000 - 2500 8 
2500 - 5000 4 
5000 & above 5 
TOTAL 61 
SOURCE: Annual Report/ U t t a r Pradesh S t a t e E n t e r p r i s e s , 
Lucknow. 
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The t a b l e above shows t h e employment p o s i t i o n in 
s t a t e p u b l i c s e c t o r . 22 u n i t s a r e p r o v i d i n g employment to 
below 100 peop le whi le the r e s t number of u n i t s a r e p r o v i -
ding employment to more than 100 p e o p l e . The t a b l e noted 
below shows the number of peop le emnloyed by t h e s t a t e 
p u b l i c s e c t o r dur ing d i f f e r e n t y e a r s . 
T A B L E - 7 
Employment In the organized s e c t o r i n U.P. 
5 5 5 
Year 0 Pub l i c Sec to r 0 P r i v a t e S e c t o r 0 Tota l ( l akhs) 
0 § 0 
1970 13.79 4.68 18.47 
1975 15.29 5.62 20.91 
1979 16.95 
1980 17.38 5.53 22.91 
1981 17.94 5.63 23.57 
1982 18.62 6.28 24.90 
1983 19.85 5.76 25.61 
1985 20.25 
1986 20.49 
1987 20.98 
.." 
SOURCE; U t t a r Pradesh in S t a t i s t i c s , Kiroa Shankar, 
Asia , Pub l i sh ing House, New D e l h i , p . 5 0 . 
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From t h e f o r e g o i n g t a b l e i t can be o b s e r v e d t h a t 
t h e number of employees has i n c r e a s e d from 13 .79 l a k h s i n 
1970 t o 2 0 , 9 8 l a k h s i n 1987 i n t h e p u b l i c s e c t o r of u t t a r 
P r a d e s h . 
U . P . STATE SUGAR CORPORATION LTD. : 
Most of t h e s u g a r f a c t o r i e s i n U t t a r P r a d e s h were 
c o n s t r u c t e d a s e a r l y a s i n 1930 and t h e i r t e c h n i c a l c r u s h i n g 
c a p a c i t y was l e s s t h a n 1000 TCD wh ich was n o n - p r o f i t a b l e 
from commerc ia l p o i n t o f v i e w . Most of t h e m i l l s were o u t 
of t i m e and some of them w e r e on t h e v e r g e of c l o s u r e . Even 
t h e u t i l i t y of m a c h i n e s of t h e s e f a c t o r i e s was on t h e bunk 
of e x p i r a t i o n . 
"The U . P . S u g a r C o r p o r a t i o n L t d . was e s t a b l i s h e d 
on 26 March 1971 u n d e r t h e p r o v i s i o n s of t h e companies Act 
1956 . The p r i n c i p a l o b j e c t of e s t a b l i s h i n g such c o r p o r a -
t i o n was to p r o t e c t t h e i n t e r e s t s of s u g a r cane p e a s a n t s . 
In J u l y 1971 f o r t h e f i r s t t i m e , t h e S t a t e Government 
r e q u i s i t i o n e d , 12 s i c k , n o n - p r o f i t a b l e and u n d e r s t a t e 
s u g a r m i l l s v;hich w e r e , o u t o f t h e s e 12 s u g a r f a c t o r i e s 5 
m i l l s of BARABANKI, SAKHOTITANDA, KHADDA, BHATNI, MOHIUDDIN-
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PUR, have been v e s t e d i n t h e nexvly c r e a t e d G b r p o r a t i o n . 
S u b s e q u e n t l y / r e m a i n i n g 7 s u g a r f a c t o r i e s o f AMROHA, 
BIJNOR, BURHWAL, JARWAL ROAD, RAMPUR, RAMKOLA and LAXIGANJ, 
have a l s o been v e s t e d i n t he c o r p o r a t i o n . I n 1974/PIPRAICH 
u n i t has be©n a u c t i o n e d p u b l i c l y by t h e C o r p o r a t i o n . T h e r e -
a f t e r , i n 1 9 8 4 , 12 o t h e r s u g a r f a c t o r i e s have been r e q u i s i -
t i o n e d and v e s t e d i n t h e c o r p o r a t i o n v i z . , DOIWALA, MEERUT, 
MAHOLI, MUNDERAWA, ROHANAKALAN, BULANDSHAHAR, BAREILLY, 
SAHARANPUR, SISWABAZAR, CHHITAUNI , a n d HARDOI. On t h e 
other hand 5 rnore sugar factories of CHANDPUR (Bijnor)CHHATA 
(Mathura) NANDGANJ (Kanpur Rural) have been founded by the 
Corporation and other one partially constructed sugar factory 
of KICHHA has been requisitioned and vested in the Corpora-
tion. Again in the year of 1989, four other sugar mills of 
Shahganj, Baitalpur, Deveriya and Nawabganj were requisitioned 
and brought under the Corporation. Hence, 35, sugar Mills 
have now been running under the control of U.P. State Sugar 
4 
Corporation." Following is the complete l i s t of their 
names. 
1) DOIWALA 4) SAKHAUTI TANDA 
2) SAHARANPUR 5) K O H I - U D D I N P U R 
3) ROHANKALA 6) MALIYANA 
4, Unpublished material by U.P. state Sugar Corporation 
Ltd., Head Office, Lucknow. 
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7 ) 
8 ) 
9) 
1 0 ) 
1 1 ) 
1 2 ) 
1 3 ) 
1 4 ) 
1 5 ) 
1 6 ) 
1 7 ) 
18 ) 
1 9 ) 
2 0 ) 
BULANDSHAHAR 
CHHAYA 
BIJNOR 
CHANDPUR 
AMROHA 
KICHCHA 
RAMPITR 
BAREILLY 
HARDOI 
MAHOLI 
GHATAMPUR 
JARWAL ROAD 
GARHWAL 
BARABAMKI 
3 5 ) 
21) 
22) 
23) 
24 ) 
2 5 ] 
2 6 ; 
27 
2 8 
29 
3 0 
3 1 
32 
33 
3 4 
NAWABGANJ. 
RAE BARELI 
GHUGHULI 
SISWA BAZAR 
KHADDA 
CHHITAUNI 
1 RAMKOLA 
1 LAXMI GANJ 
> PIPRAICH 
) DEORIA 
) BHATNI 
) MUNDERWA 
) BATAMPOR 
) NANDGANJ 
) SHAHGANJ 
"The Corporation chalked out a programme a t higher 
level to enhance the e f f i c i a i cy of these sugar fac tor ies 
which were non-profi table from technological point of view 
through r e h a b i l i t a t i o n , modernization and expansion in the 
d i rec t ion of p r o f i t a b i l i t y . Under the Sixth Five Year 
Plan, three uni ts of SAKHOTI TANDA, MOHIUDDINPUR and KHADDA/ 
have been modernized, and expansionization of AMROHA and 
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BIJNOR uni t s have been s t a r t e d , simultaneously, the Corpo-
rat ion undertook the work of subs tan t i a l r ehab i l i t a t i on 
modernization and expansion , through e f f i c i en t administra-
tion which resul ted in technological a c t i v i t i e s and refor -
mation. Having es tabl ished the Corporation in i t s f i r s t 
crushing session 1971-72* i t had only 5 mil ls and i t s percen-
tage of broad capaci ty of u t i l i z a t i o n was 56.94 percent in 
which there was an increasing respec t ive ly and in the session 
of 1989-90 i t increased upto 83.85 percent . Present ly the 
Corporation has s t a r t e d the works of expansion of i t s units 
of Rohanakalan, Saharanpur, Meeirut, Bulandshahar* Rampur/ 
Bre i l ly / Hardoi, Maholi* Barabanki/ Burhwal, Jarwal Road, 
Muderws/ Pipraich/Laxmiganj , Ramkola/ Ghughuli, Chhituni, 
Bhatni, Deoria, Bai ta lpur/ Dervia* Shahganj and Nawabganj 
a l l a re sick u n i t s , in which some of uni ts of Saharanpur, 
Bulandshahar, Rohankalan, Jerwal Road and Maholi a re being 
modernized and expanded and work i s on progress . Decision 
of expansion and modernization of Mumderwa/Laxmiganj/Burhwal, 
Pipraich, Bare i l ly and Ghughli, u n i t s has also been taken, 
but not being implemented due to the lack of adeauate funds. 
Present ly , 25 mil ls out of 35 sugar mil ls have already 
s ta r ted the i r crushing session under the ju r i sd i c t ion of 
the Corporation. Remaining mi l l s a r e expected to begin 
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t h e i r work soon. The work of expansion and moderniza t ion 
i s going on in t h e u n i t s of Mohiuddinpur, Chhata/and Kichha. 
Most of t h e m i l l s have been good so fa r t h e i r t e c h n i c a l 
e f f i c i e n c y i s concerned as compared to the l a s t yea r s p e r -
formance. Remarkably in t h i s year the u t i l i z a t i o n of 
crushing c a p a c i t y of the u n i t s Rohanakalan and Khadda have 
5 
been more than c e n t p e r c e n t . " 
OBJECTIVES OF SUGAR CORPORATION; 
"The main o b j e c t i v e of the Corporat ion i s to c a r r y 
t h e bus iness of s u g a r m i l l s in a l l i t s branches and to manage 
any such b u s i n e s s o r under taking of any person^ body c o r p o r a t e 
o r a company e n t r u s t e d to i t by the c e n t r a l o r t he s t a t e 
6 Government. •* 
The o b j e c t i v e s of sugar Corporation a r e as f o l l o w s : 
1) to unde r t ake the s i ck u n i t for i t s o o e r a t i o n a l 
pu rpose / 
2) to u t i l i z e maximum capac i ty of the u n i t s of cane 
c r u s h i n g . 
5 . Unpublished m a t e r i a l , U.P, S t a t e Sugar Corpora t ion 
(head o f f i c e ) / Lucknow. 
6 . A Hand Book of U . p . S t a t e Publ ic Sec tor E n t e r p r i s e s , 
Sarva jan ik Vdyan Bureau, U.P. Lucknow, p p . 4 1 - 4 2 . 
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3) to check the p r o f i t by crushing more canes, 
4) to modernize the obse le te machinery and technique, 
5) to enhance the cane crushing capac i ty , 
6) open new mil ls in the sugar cane a r e a s , 
7) To prov,ide l a t e s t information to cane producing 
farmers. 
MANAGEMENT: 
"The Board of Directors of the Oorporation cons is t s 
of 9 members including Chairman, a Managing Direc tor and 
two j o i n t Managing Director I and I I . The Chairman i s the 
head of the i n s t i t u t i o n . There i s a full time Managing 
Director to look a f t e r the day to day work of the organiza-
7 tion who i s ass i s ted by two jo in t Managing Di rec to r s . " 
Following are the departmental heads: 
1) Director Engineering 
2) Director (sugar Technology) 
3) General Manager (Project) 
7. Ibid, 
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4) Chief Civil Engineering Advisor 
5) Chief Purchase Manager 
6) Company Secretary 
7) Manager (Personnel) 
8) Chief Cane Development Advisor 
9) Manager {Finance & Accounts & CAO) 
10) Chief General Manager 
11) Deputy General Manager CEnquity/Admin.) 
12) Manager (Administration) 
"Further/ there are General Managers in each of the 
uni t s and Executive Directors in each subsidiary companies 
who are the head of fac tor ies under whom there are chief 
Engineers, Chief Chemists, Chief Accoutants and Chief Cane 
Manager as the departmental heads. 
"Moreover th i s Corporation has two Sugar Sales office 
one a t New Delhi and the other a t Lucknow to look a f te r the 
8 
s a l e of western sec tor and eastern sec to r respec t ive ly ." 
ENVIRONMH T^AL CONTROL; 
The Corporat ion has l a i d an e x t e n s i v e plan on water 
and a i r pol lu t ion control and i t s implementation i s being 
8, Unpublished ma te r i a l , the U.p. s t a t e Sugar Corporation, 
Head of f ice , Lucknow. 
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done in a p r e -p l anned manner. In the f i r s t phase/ the 
t a sk in hand i s to . p l a n t p o l l u t i o n c o n t r o l dev ices 
in 11 in i l i s of t h e Corpora t ion , of them, the task i s 
complete in Amroha, Kichhna, Chandpur and Nandganj« In 
o t h e r m i l l S / t h e p o l l u t i o n c o n t r o l dev ice i s going on i n 
d i f f e r e n t s t a g e s and i t s e ^ r l y completion i s expected . 
Besides these* r e -u se of water i s a l s o implemented 
in va r ious m i l l s , a s a r e s u l t of which t h e r e i s c o n s i d e r a -
b l e d e c l i n e in p o l l u t i o n . In sugar m i l l s a t Klchha, t h e 
ba lance of v a t e r has been made such t h a t a p o l l u t i o n - f r e e 
Dlant has been a c h i e v e d . This new system i s one of i t s 
kind in the sugar bus iness of I n d i a . This new techniques 
was proposed to be adopted in o t h e r m i l l s by 1990. The 
campus of the m i l l and near by l o c a l i t y i s given s p e c i a l 
a t t e n t i o n , so t h a t c l e a n l i n e s s and p l a n t a t i o n of t r e e s 
programmes could be adopted . 
MICRO-PROCESSOR CONTROL & INSTRUMENTATION; 
As the age of h i - t echno logy has gripped the wor ld , 
the U.P. s t a t e Sugar Corporat ion too , in o r d e r to g e t 
b e n e f i t t e d by t i m e , i s adopt ing new methods involv ing micro-
75 
p r o c e s s i n g which i s adopted in suga r m i l l s . This system 
i s adopted for the fol lowing a c t i v i t i e s : 
1) Sa l e and working of suga r cane , 
2) Loading the sugar -cane i n c a n e - c a r r i e r / squee-
zing the j u i c e o u t and management of t he m i l l , 
3) Self con t ro l b o i l e r / 
4) Increased p u r i t y of t h e j u i c e * 
5) Decl ine in fuel consumption and i n c r e a s e 
in e f f i c i e n c y , 
6) Evaporator c o n t r o l , 
7) V i g i l a n t water and c o n t r o l , 
8) Mate r i a l handl ing . 
After adopting mic ro -p rocess ing t h e r e w i l l be 
i n c r e a s e in crushing power, suga r , p r o f i t and q u a l i t y of 
t h e suga r c o n t r o l in sugar m i l l s . 
CO-GgJERATION; 
In o rde r to ope ra t e machines i n sugar m i l l s , fuel 
i s n e c e s s a r y . 'Khoyee'can be used as fuel i n b o i l e r s , and 
the naces sa ry energy can be o b t a i n e d . I f vapour p r e s s u r e 
of the t o i l e r s i s increased and those machines a r e used 
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which o p e r a t e in the same p r e s s u r e range* then energy 
produced can be f a r more than requ i red i n suga r m i l l s . By 
adop t ing t h e s e modem techniques / t h e Corpora t ion i n i t s 
u n i t s a t Rohanakala and Sateranpur has adopted those 
machines which in fu tu re would produce more energy than 
r equ i r ed and through the e l e c t r i c i t y boaird i s proposed to 
be supp l i ed t h i s for the use of common man. In t h i s way 
t h e r e w i l l be i n c r e a s e in s t a t e ' s e l e c t r i c energy which in 
tu rn w i l l enhance the p r o f i t of the sugar m i l l s and no 
heavy e x p e n d i t u r e w i l l be incurred by the Corpo ra t ion . 
MAN POWER PLANNING; 
Planning of man power i s an impor tan t p a r t in 
i n d u s t r i a l management. Since the ve ry beginning of e s t a b l i s h -
ment of U.P. S t a t e Sugar Corporation man power p lann ing 
has been an impor tan t problem because a longwi th the acqu i r ing 
of s i c k m i l l s t he Corporation a l so go t u n s k i l l e d l a b o u r e r s 
which were i n c a p a b l e in opera t ion of modern machines of 
the Corpora t ion . Moreover, they were a burden to those 
s i c k m i l l s . Thus to so lve the problem of t h e l a r g e number 
of u n s k i l l e d l a b o u r e r s in the s i ck sugar m i l l s , i t was 
planned to s t r e a m l i n e the l a rge number of l a b o u r e r keeoing 
11 
in view the s p e c i a l c i rcumstances of t h e sugar m i l l s . 
And t he team of expe r t s should be s e t up wliich should 
s tudy each suga r m i l l , s e p a r a t e l y and where t h e r e i s a 
l a r g e number of l a b o u r e r s , a s u r p l u s pool has been cons-
t i t u t e d , and a r e s e n t wh^i and where , they a r e r e q u i r e d . 
Thus no f r e s h appointments being made and the work i s 
taken from the l a b o u r e r s of the s u r p l u s p o o l . 
The l i s t of r e t i r e d workers have a l r e a d y been made 
annua l ly and to f i l l t h e vacancy, who have a l r e a d y been 
t r a ined a r e appointed on those p o s t and t h i s w i l l c o n t i -
nue in fu tu re t o o . There i s cont inuous e f f o r t t o so lve 
the problem of o v e r - s t a f f i n g , so the co rpo ra t e s i s able 
to minimize the unproduc t ive e x p e n d i t u r e . 
THE FINANCIAL STATUS OF THE CORPORATION; 
Although the Corporat ion had many d i seased mi l l s 
under i t , due to t h e i r r e - e s t a b l i s h m e n t , iriodemization 
and expansion i n 1986-87, 10 suga r m i l l s were on opera -
t i o n a l b e n e f i t s and 7 m i l l s on p roduc t ion b e n e f i t s in 
the year 1987 and 1989 w i l l be on o p e r a t i o n a l and 6 on 
produc t iona l b e n e f i t s . 
\);.^s"^6,;:/ 
^'^^^arr.,.-.....rt^.^' 
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SOCIAL PROFITS OF THE CORPORATION; 
" S t a t e Sugar Oorporat ion i s p l ay ing an impor tan t 
r o l e in n a t i o n a l s e r v i c e . S t a t e Sugar Coroorat ion was 
e s t a b l i s h e d in 1971 and from 1971 to 1988-89, sugar m i l l s 
ope ra t i ng under i t , have paid Rs. 891.70 c ro re s in the form 
of sugar cane p r i c e s to the farmers , Rs. 282.68 c r o r e s in 
the form of wages to the l a b o u r e r s ; Rs. 83.57 to commercial 
bank as i n t e r e s t , to Government of I n d i a ; Rs. 159.37 c r o r e s 
in the form of p r o b a t i o n a r y fee and to S t a t e Government 
Rs.42.37 c r o r e s in the form of Sales t a x . Bes ides , t he se i t 
provides d r i n k i n g wa te r f a c i l i t i e s , c o n s t r u c t i o n of l i n k 
road and e t c . For t h e up l i f tmen t of fa rmers , i n c r e a s i n g 
the f a c i l i t y of an u n f e r t i l e l and , small i r r i g a t i o n scheme, 
9 d i s t r i b u t i o n of good s e e d s . " 
Due a t t e n t i o n i s given for small n u r s e r i e s , p l a n -
t a t i o n of t r e e s , p r imary h e a l t h s e r v i c e , and family p lann ing 
programmes. In the f i e l d of educa t ion , schoo l s a r e opened 
so t h a t c h i l d r e n of l a b o u r e r s and fanners could be b e n e f i t t e d 
from them. 
Due to o p e r a t i o n of m i l l s a l a r g e number of misce -
l laneous smal l s c a l e i n d u s t r i e s have been developed . 
9. U.P. S t a t e Sugar Corporat ion Ltd - Ek Shanchiptya Pa r i chya , 
Deepak P r i n t i n g P r e s s , 76, Naya Gaon(E), Lucknow. 
73 
T A B L E - 8 
Physical Achievements of U t t a r Pradesh 
Sta te Suaar Oorooration Limited. 
Crushing5sstablished0Crushed Osugar Produc 5 Sugar Cane 
Season {capacity {cane in Otion in Qtls.O p r i ce paid(RS,lakhs) 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
SOURCE: 
38154 
39554 
40804 
41880 
47475 
49075 
I n d i a n Exp: 
354 .53 
5 46 .73 
5 8 7 . 5 1 
4 9 8 . 4 8 
6 8 0 . 5 5 
6 8 4 . 7 1 
r e s s , 31 J u l y 
3 3 . 4 9 
4 9 . 7 9 
5 0 . 1 1 
4 6 . 5 6 
5 9 . 6 5 
5 9 . 8 1 
1992/ New 
8323 .74 
13389 .76 
15636 .06 
14774 .06 
2 5 6 4 5 . 3 8 
27608 .40 
D e l h i / p . 6 . 
Table given above shows that in the 1985-86 session, 
354.53 Quitals cane were crushed and 33.49 Quitals sugar 
was produced. In the session 1986-87, 546.73 Quintal of 
cane were crushed and 49.79 Quintals sugar was oroduced. 
There was an increase of 192.20 Quintals and 16.30 Quintals 
respect ively in terms of crushing and producing capaci ty , 
from previous sess ion. In the session 1987-88 the table 
indica tes that 587,51 Quintals of cane were crushed and 
50.11 Quintals of sugar were produced. There was growth 
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of 40.78 Quintals in crushed cane and 60.32 Quintals in 
terms of sugar production from the session of 1986-87. 
In the session 1988-89^ the t ab le shows decrease in terms 
of cane crushed and sugar production i . e . only 498.48 
Quintals were crushed and 46,56 Quintals of sugar were 
produced. There was decrease of 89.03 Quintals in crushing 
capaci ty and 3.55 Quintals sugar were l e s s produced from 
the previous session of 1987-88. The table further i n d i -
cates that in the session of 1989-90/ 680.55 Quintals canes 
were crushed and 59.65 Quintals of sugar produced. There 
i s marked growth from the previous session of 1989-90. The 
increase was 192.07 in crushed canes and 13.09 Quintals in 
sugar production. Las t ly , in the session 1990-91/ the 
684.71 Quintals canes were crushed and 59.81 Quintals of 
sugar produced. There i s an increase of 4.16 Quintals in 
the terms of cane crushed and 00.16 Quintals in the term 
of sugar production from the session of 1989-90. The over-
a l l growth in the cane crushed and sugar production i . e . 
from the session of 1985-86 to 1990-91/ 330.18 more quintals 
of canes were crushed and 26.3 2 more quinta ls of sugar was 
produced. 
Thus/ we see there i s a continuous increase in the 
capacity of the Corporation in terms of cane crushed and 
sugar production. 
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NEW RECORDS IN SUGAR PRODUCTION: 
1) Af te r c rush ing 76.18 hac . mt. sugar cane 
6,73 hac . mt . sugar has been produced up to 
30 J u n e 1992/ which i s 7.92 hac , mt. i n excess 
in suga r cane crushing and 0.76 mt. in sugar 
p roduc t i on i n comparison to corresponding per iod 
in t h e l a s t y e a r . 
2) U.P. s t a t e s u g a r Corporat ion L td . has pa id 
237.12 c r o r e rupees on account of sugar cane 
p r i c e in the year 1992. 
Following a r e the completed P r o j e c t s of the Corpora-
t i o n : 
5 
S.NoOName of Uni t 
0 0 
0 EstablishmentO Capaci ty a f t e r 
0 c a p a c i t y a t 0 Extension & Modemi-
0 t ime of incorO za t i on ( in T.C.D.) 
0 p o r a t i o n 0 
0 ( in T.C.D.) 0 
1. MOHIUDDINPUR 1000 
2. SAKHAUTITANDA 1000 
3. KHADDA 760 
4. BIJNOR 1100 
5. AMROHA 1925 
6. DOIWALA 900 
7. SISWABAZAR 900 
8. KICHCHA NAGAR CO. 
Ltd.(Nainital) 2000 
9. CHANDPUR (Bijnor) 1250 
1500 
1500 
1250 
2500 
3000 
2500 
2500 
3000 
2000 
SOURCE; INDIAN EXPRESS, 31 July, 1992, p.6. 
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F o l l o w i n g a r e t h e o n g o i n g P r o j e c t s : 
MOHIUDDINPUR, SAHARANPUR, ROHANKALA, BULANDSHAHAR, 
KICHHA, CHHATA, MAHOLI/ JARWAL ROAD. ° 
1 0 . A Repor t on Sugar I n d u s t r y i n U t t a r P r a d e s h by 
P . Uma s h a n k a r and L a t a S i n g h i n S p e c i a l supp lemen t 
to t h e I n d i a n E x p r e s s , 3 1 s t J u l y , 1 9 9 2 . 
*5° 
"^Dolwala 
Sohoronpur 
P 
UTTAR PRADESH 
SUGAR MILLS 
.30 
shanoKola 
Bijnor 
SokhotiTondQ Chandpu 
^Malyona 
2\ 1) ' •Amroho KichhQ 
•.Mohiuddinpur 
Bulandshohr 
KM.O 50 100KM. 
I I 1 
.) I. ^-^S 
< ) 
{ -\ 
•^S^.s-'^-, 
• ^ . 
• y 
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83 
C H A P T E R - IV 
CONCLUSIONS AND FINDINGS 
In t h e foregoing d i s c u s s i o n , a d e t a i l e d study-
has been made of the f a c t o r s r e s p o n s i b l e fo r the emer-
gence of p u b l i c e n t e r p r i s e in genera l and I n d i a in 
p a r t i c u l a r , w i t h s p e c i a l r e f e r ence to U.P, S t a t e suga r 
C o r p o r a t i o n . Consequently i t becomes c l e a r t h a t t h e 
concept of p u b l i c ownership of bus iness and commercial 
e n t e r p r i s e s has the economic j u s t i f i c a t i o n . 
The economic d i s p a r i t i e s c rea ted i n s t a b i l i t y in 
the economy. The c a p i t a l i s t s a l s o f a i l e d to b r i n g about 
any d r a s t i c change in the socio-economic development of 
the c o u n t r y , due t o t h e i r vested i n t e r e s t of high p r o f i t s . 
I t was through the s t a t e ' s i n t e r f e r e n c e which brought 
about impor t an t changes , by d i v e r s i f y i n g i t s economic 
a c t i v i t i e s . 
Now p u b l i c ownership of the commercial and 
bus ines s e n t e r p r i s e s has been found to be the e s sence of 
almost eve ry c o u n t r y . The on ly d i f f e r e n c e i s of i t s phase 
and t h e d e g r e e . 
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Some countr ies assign the minor ro l e to the 
government/ while somewhere the government plays a major 
ro le in business and commercial a c t i v i t i e s . In p r e -
independence India , the role of s t a t e was minor, con-
f ining only to the publ ic u t i l i t i e s . 
After the attainment of independence, the i n t e r -
ference of the government was f e l t e s s e n t i a l because of 
many reasons . 
Public sector investment was d i rec ted towards 
i r r i g a t i o n and power projects to overcome the food 
shor tage . The investment was also made in the cap i t a l 
goods to acce le ra t e the process of i n d u s t r i a l i z a t i o n in 
the country. At the same time/ the heavy indus t r i e s of 
the Public Sector , minimized the concentrat ion of 
wealth and income in a comparatively few hands. The 
commercial and the manufacturing concerns of the govern-
ment were a l so expected to create the surplus for the 
plan ou t lay . 
Further , the government decided to have the 
balanced economic growth, through the planned u t i l i z a t i o n 
85 
of ava i l ab le resources consequently the major ro le of 
the s t a t e became inev i t ab l e . After independence, India 
adopted the system of mixed economy, where the public 
and p r i v a t e sectors work together-r But the expansion 
of publ ic sec tor had been emphasized in a l l the succeeding 
f ive year p l ans , and now i t occupies a pre-eminent pos i -
tion in the i ndus t r i a l f i e ld . Here the in te r fe rence of 
the government i s found almost in every sec to r and the 
number of publ ic undertakings has been cons tant ly mul t i -
p l ied s ince independence. 
The public sec tor indus t r i es have served ef fec t ive-
l y , p a r t i c u l a r l y in the field of heavy indus t r i es such as 
manufacturing of s t e e l , heavy machine t o o l s , heavy 
e l e c t r i c a l equipments, exploration and ref ining of o i l , 
manufacturing of heavy chemicals, f e r t i l i z e r s and the 
indigenous production of defence equipment. They have 
a l so saved the foreign exchange by producing such goods 
which have otherwise been imported. Public Sector plays 
an important ro le in providing fresh job opportuni t ies 
for both sk i l l ed and unskil led l aboure r s . Further , by 
put t ing an addi t ional investment in the backward areas 
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to bring them a t par with the developed oneS/ publ ic 
undertakings represent a landmark in the transformation 
of a predominantly ru ra l country in to an i ndus t r i a l one. 
But i n s p i t e of t h e i r subs t an t i a l contribution in 
the economic development of the country the performance 
of publ ic sec to r by and la rge has not b e ^ upto the mark. 
Gross domestic product (GDP) growth r a t e declined in 
1990-91 alongwith "a s teep decl ine" in the publ ic sector 
Savings/ while the household and p r iva t e corporate sector 
savings went up. So far as the achievement of soc io-
economic object ives of progress ive reduction of socia l 
and economic d i s p a r i t i e s i s concerned, the public sector 
has not been able to make much of a dent in the problems 
of poverty, unemployment/ i l l i t e r a c y and malnutr i t ion. 
The New Indus t r i a l Policy Statement admits frankly that / 
"many of the publ ic sec tor en terpr i ses have become a 
burden to the government. Far from being an engine of 
growth, the publ ic sec to r has become a drag on develop-
ment in two ways. F i r s t l y , i t begins imposing an 
increasing burden on the budget for i t s investment needs, 
pr imari ly because of i t s f a i l u r e to generate adequate 
a? 
resources of i t s own. Secondly, due to overa l l 
ine f f i c iency , the bas ic inputs that publ ic s ec to r en te r -
p r i ses produce/ for example/ s t e e l / coal and power, have 
had to be priced high, thus escalating costs of produc-
tion a l l along the l i n e " I t i s c r i t i c i s e d t h a t the 
publ ic s ec to r i s overstaffed, overfed and pampered beyond 
be l i e f . I t has been a major cause of the d e f i c i t s of 
Government both a t the centre and a t the S t a t e . 
As far as the reasons of poor performance of 
public s ec to r undertakings are concerned, factual in for -
mation ava i l ab l e c l e a r l y indicates the r i s ing trend of 
the cost of production in these undertakings. Publ ic 
sec tor has a lso suffered due to the wrong planning a t 
the prel iminary s t ages . 
Inadequate a t t en t ion a t the planning s tage led 
to the prolongation of the execution of p r o j e c t s . 
Again/ due to the unsui table assessment of demand ana lys i s / 
few undertakings have u t i l i zed the i r i n s t a l l ed capaci ty . 
At the same time, improper market s t r a t egy for production 
leads to the heavy accumulation of inven to r ies . 
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Overs-taffing and overtime payment has been 
found almost in every projec t of publ ic sec to r which 
ra i ses the cost of labour per un i t of production. 
Jobs and job secur i ty has been the dominant 
considerat ion a t the cost of eff iciency and competi t ive-
ness . The government tes demonstrated i t s i n a b i l i t y to 
be a good owner of en te rpr i se by frequent in te r ference 
in the day to day operat ions , not appointing top execu-
t ives in time/ s e t t i n g multiple and cont radic tory 
ob j ec t i ve s , and not demanding as a primary ob jec t ive -
performance through p r o f i t a b i l i t y and p roduc t iv i ty . 
Fur ther , there is no cont inui ty a t the top 
management l e v e l . I t has been r i gh t ly commented that 
the most pub l ic sector enterpr ises are "headless bodies ." 
As a r e s u l t of administrat ive and managerial 
de f i c i enc i e s , the cost per un i t of production i s unsubstan-
t i a l l y high, while revenue earnings of some of the DUblic 
sector opera t ions a re low due to t he i r p r ic ing po l i cy . 
Defective se lec t ion of managerial s t a f f has created a gap 
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of sk i l l ed and trained management. Wrong planning of 
p ro jec t s has led to delay in the completion of p r o j e c t ' s 
t a rge t schedule. Lack of mater ia l managemoit and 
inadequate a t t en t ion on the demand ana lys i s cause heavy 
stocking of raw-materials and finished products . Apart 
from the defect ive personnel management, overstaff ing 
and i n d u s t r i a l disputes / publ ic s ec to r in India has also 
been a victim of p o l i t i c s and many decis ions a re taken 
under undue p o l i t i c a l p res su res . 
The p r iva te sec tor in general does not su'ffer 
from these de f i c i enc ies . But i t does not mean tha t the 
publ ic sector has l o s t i t s u t i l i t y in the country - though 
one thing i s c lear that publ ic sec tor can no longer be 
t rea ted as a "holy cow". Under the New Economic Policy 
of the Government i t has s t i l l to p lay a key ro le in the 
economic development of the country but i t has been 
deprived of i t s dominant r o l e . 
The New Indus t r i a l Pol icy has made only half-hearted 
attempts to address i t s e l f to some of the chronic problems 
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mentioned above. I t aims a t (1) Dis t r ibut ing 20 
percent of the Government's share-holding in some of 
the public s ec to r i n s t i t u t i o n s , general public and the 
workers. (2) Referring chronica l ly s ick publ ic sector 
uni ts to the Board for Financial and Indus t r i a l Recons-
truct ion for the formulation of a revival scheme. But 
the point tha t seems to have been missed i s that no 
industry should be allowed to become s ick . Immediate 
measures must be i n i t i a t e d inorder to improve the per-
formance of the public s ec to r . 
The need of a na t ional p r ic ing pol icy of the 
public en te rpr i ses a r i s e s from the fact that many of 
the concerns a r e key indus t r i e s and are engaged in the 
production of goods and services which are basic needs 
to the l i f e of the community. At the same time self-
financing of the en te rpr i se i s a desired motive, so 
surplus from them is necessary. Government now looks 
a t the public en te rpr i ses as the creator of new wealth 
and expects them to yield resources for financing 
the five year p l ans . Again, i f the prices of the 
products of a publ ic en te rp r i se a re kept a r t i f i c i a l l y 
S1 
low i t might lead to a leas careful . and l e s s economical 
u t i l i z a t i o n of i t s products . 
For the above d i f ferent motives, uniform s e t of 
pr inc ip les can not be applied to a l l c lasses of publ ic 
e n t e r p r i s e s . 
The p r i c ing Policy in respect of any pub l ic 
en te rp r i se depends upon i t s productive functions / i . e . 
whether i t i s a public u t i l i t y or an indus t ry producing 
bas ic gooas. The enterpr ises should pay t h e i r wages 
and should* not run into l o s s e s . In the case of Public 
u t i l i t i e s and se rv ices , grea t s t r e s s should be l a id on 
output r a the r than on p r o f i t s , the former being 
extended up to a level a t which marginal cost i s equal to 
the p r i c e . 
An e f f i c i en t management which has t i gh t g r ip over 
a l l departments and aspects of other undertakings, can 
secure economics of a s igni f icant order in the i npu t s , 
obtaining them a t nominal pr ices and using them economi-
c a l l y dispensing with avoidable wastes and overhead and 
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d i s t r i b u t i o n c o s t s . Unless the management boards are 
equipped with su i tab le persons, the s t a t e of a f f a i r s 
in the publ ic sec tor cannot improve. I t should be the 
prime concern of the government to s e l e c t the best men 
ava i l ab le for the jobs . 
The methods of se lec t ion of the top executives 
in the undertakings should be changed. In p lace of 
r e t i r e d or senior c iv i l s e rvan t s , dynamic and trained 
managers should be efrployed. Preference should a lso be 
g ive i to the personnel working within the undertakings, 
i f they have acquired the necessary q u a l i f i c a t i o n . The 
Bureau of publ ic enterpr ises should a l so p lay i t s role 
in the se lec t ion of top executives for publ ic under-
takings . 
In order to deal with the problems of planning, 
proper a t t en t ion should be given on mater ia l management, 
f inancial management and assessment of labour requirements 
Location of the project should be se lec ted by 
making a comprehensive study of the s i t e , so that the 
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raw mater ia l s and the sk i l l ed labour i s eas i ly ava i lab le . 
An important fac tor involved in the planning for the 
public sec to r p ro jec t s i s re la ted to the demand analysis 
of the finished products . 
A publ ic en t e rp r i s e should a lso careful ly 
reviewed the trend of the products in the market. I t 
must i n t eg ra t e the market thinkings of a l l sec t ions . 
So far as the f inancial management i s concerned, 
the f inancial d i r e c t o r should attempt his bes t to keep 
the operation away from the f inancial c r i s i s . He should 
determine the f inancia l resources required to meet the 
company's operat ing programmes. He should be able to 
assess that how much of these requirements should be 
met by in te rna l generation of funds, by the company and 
how much by the external resources . He should develop 
the best plans to obtain the external funds needed for 
the opera t ion . The projec t should be free to draw a 
cer ta in amount of the working cap i t a l from any financial 
i n s t i t u t i o n for i t s running expenditure. 
84 
Now to sum UP/ with a minimum government presence 
leading to emerg^ce of autonomous l eade r sh ip , b e t t e r 
management of resources and increase in p roduc t iv i ty 
and emergence of a new, dynamic j o i n t s ec to r can r e a l l y 
change the face of the public sector in the country. 
At the same time i t has become necessary that 
the government should shed i t s load in the black a r eas . 
I t should preserve the efficiency leve ls reached in the 
category making reasonably good p ro f i t s (white area) 
and concentra te i t s efforts to improve the redeemable 
area, operat ing in the range of 8 to 12 percent r a t e of 
re turn (grey a r e a s ) . 
If judged with this yard s t i ck the U.P. S ta te 
sugar Corporation Ltd, which is the focus of th i s study 
has fu l ly j u s t i f i e d i t s existence. 
The sugar industry in India cons t i t u t e s one of 
the important agro-based i n d u s t r i e s . Among the various 
s t a t e s in Ind i a , U.P. occupies a very important place 
in the sugar production. "In recent years there has 
phenomenal expansion of sugar industry in the country. 
95 
Uttar Pradesh i s one of the foremost s t a t e s t ha t grows 
sugar-cane for extract ing sugar. Out of 3,65 mill ion 
hectare area under sugarcane in the country/ U t t a r 
Pradesh occupies 1.8 million hectare of area (49.3%) 
and cont r ibutes about 100 mill ion tonnes of sugarcane 
(43.5^) and 3 mil l ion tonnes of sugar 25% per annum. 
About 2/3 of sugarcane produced in the s t a t e i s u t i l i s ed 
for Gur and Khandsari production.* 
The Ut tar Pradesh Sugar Corporation was incorpora-
ted as a government company under the Companies Act 1956, 
on 26th March 1971, for the purpose of running s ick sugar 
f a c t o r i e s , acquired by the Sta te Government from time to 
time. Present ly the Corporation i s managing 35 sugar 
fac tor ies with an aggregate cane crushing capaci ty of 
49075 tonnes per day. The sugar fac to r ies at the time 
of acquis i t ion were sick and in an extremely bad shape 
because of obso le te , outdated and i l l maintained p lant 
and machinery. The Corporation a f t e r takingover these 
fac tor ies has shown improved r e s u l t s , with i t s team of 
p ro fess iona l s . I t has at tained b e t t e r performance in 
* A Report on Research and Developm«it of Sugarcane 
in Ut ta r Pradesh by G.B. Singh, Indian I n s t i t u t e of 
Sugarcane Research. 
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the area of capaci ty u t i l i z a t i o n / cane crush, reduction 
in consumption of power, firewood, water and other 
u t i l i t i e s . 
I t has been the pioneer in introducing a new 
technology known as Tooth Roller Pressure Feed System 
in Kichha Sugar factory and the same was not only cost 
effect ive but a l so saved power and steam. The technical 
experts a l so did good work in the r ^ e a r c h and develop-
ment and intrx)duced some new technology and equipments 
l i k e , ju ice and syrup reac tor of new type, j u i ce 
carborator , low pressure f i l t e r a t i o n phosphocarbonation 
and syrup technology, high flow pre-evaporator , cont i -
nuous sugar mel ter , v e r t i c a l sugar dr ier ,exhaus t washing 
of pan e t c . These inventions kept in reducing power, 
steam and a l so in improving the eff ic iency. 
s im i l a r l y , high pressure b o i l e r s , high efficiency 
prime movers consuming l e s s e r steam are also being 
i n s t a l l e d . The Corporation a lso designed a b e t t e r 
f inancial system which helped in maintaining the records 
and r eg i s t e r s in most methodical and systematic manner 
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besides saving time in preparat ion of balance shee t . 
An e f f ec t i ve in te rna l audi t system was a lso 
introduced to check the i r r e g u l a r i t i e s in day to day-
working. An ef fec t ive system to monitor the perfonnance 
of running f ac to r i e s on day to day basis using computers, 
i s a l so in vogue. The manpower i s a lso being rea t ional ized 
to bring i t to an optimum l e v e l . Centralized purchases 
of heavy items i s now being done at Head Office l e v e l / 
so as to buy them d i r e c t l y from the manufacturer a t 
l e s se r cos t 
An e f fec t ive inventory control system through use 
of computers i s being designed. The sugar s a l e system 
has also been made effect ive by studying the market 
t rends , f luc tua t ions and s t r a t e g i e s . Extensive cane 
development work i s being done p a r t i c u l a r l y in the 
following areas such as replacements of old and outdated 
v a r i e t i e s , increasing the i r r i g a t i o n p o t e n t i a l , t ra in ing the 
farmers to produce high yielding and d i sease - f ree cane, 
construction of l i nk road e t c . The Corporation a lso 
modernized and expanded seven sick un i t s ( Sokhoti Tanda, 
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Khadda^ Mohiuddinpur, Araroha, Bijnor, Doiwala and 
Siswabazar) and a l so three more new fac tor ies (Kichha, 
Chandpur and Chhata) while the modernization work i s 
in progress a t f ive places< namely, Jarwal Road, Saharan-
pur/ Ftohana Kalan, Bulandshahar and Moholi. 
The CJorporation a lso made a plan to modernize 
and expand a l l i t s xinits except RamXola, Barabanki, 
Nandganj, Raebarelly and Deoria, besides s e t t i n g up 
nine d i s t i l l e r i e s by the end of Nineth Five Year Plan 
per iod, subjec t to a v a i l a b i l i t y of timely funds from 
s t a t e Government and other agencies. Water treatment 
p lan t s had a l ready been se t a t 13 f a c t o r i e s , while 
the work in s ix fac tor ies i s in progress . 
The t a b l e giv^i on the next page shows the 
performance recoird of the Corporation, 
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TABLE No,3 
Following i s t he b r i e f performance record of 
the CDrporation 
I'^'^'^^t l^^^^e^ 6 cane c n i s h e d j ^uga^ ^^  Season OcrushingO^^: TT«4 4-«'I->« <^,«.I» ' Product ion Ocapacity{°^ Un i t s^ l ac g u t l s ^ ^^^ ^^^^ 
1971-72 4784 5 26.15 2.47 
1979-80 21000 18 
1987-88 40804 31 
1988-89 81880 31 
1989-90 47475 35 
1990-91 49075 35 
1991-92 52325 35 
Estimated 
SOURCE: Indian Express - New D e l h i , 3 1 s t J u l y , 
1992/ p .6 
The above t a b l e i n d i c a t e s t h a t in t h e s e s s ion 
1971-72, the t o t a l crushing c a p a c i t y was 4784 MT/day 
of 5 u n i t s . In t h e same s e s s i o n , 26,15 l a c q u i n t a l s 
136.56 
587.51 
498.48 
680.55 
684.71 
770.OO 
12.75 
50.11 
46.56 
59.65 
59.81 
-67.75 
QO 
of cane was crushed and 2.47 l ac quin ta l s was the 
sugar product ion. In the session 1979-80, the to t a l 
crushing capac i ty was 21000 MT/day of 18 u n i t s , 130.56 
lac quinta ls and 12.75 lac qu in ta l s of cane was crushed 
and sugar produced respec t ive ly . The table indicates 
a growth over the session 1971-79 by 16,216 MT/day in 
crushing capac i ty , 110.41 l ac quin ta ls of cane more 
crushed and 10.28 lac qu in ta l s sugar was more produced. 
In the session of 1987-88 the t o t a l crushing capacity 
was 40,804 MT/day of 31 un i t s and 587.51 lac quinta ls 
cane cr^ished and 5011 l a c quin ta l s of sugar produced. 
There was inc rease of 19804 MT/day in t o t a l crushing 
capacity. The number of un i t s also increased from 18 
units to 31 u n i t s . The 450,95 lac more quinta ls of cane 
were crushed and sugar production was a l so increased 
by 37.36 lac q u i n t a l s . In the session 1988-89, the 
to ta l crushing capaci ty was 81880 MT/day of 31 u n i t s , 
498.48 lac qu in ta l s of cane crushed and 46.56 lac qu t l s . 
of sugarcane was produced. The losses reveal that 
there was t^ge r i s e in the t o t a l crushing capacity from 
the previous ses s ion , i . e . from 40804 MT/day to 81880 
MT/day. An inc rease of 41,076 MT/day in crushing 
U)1 
capac i ty in same number of u n i t s . But there v;aa 
dec l i ne in cane crushed by 89.03 lac qu in ta l s and in 
sugar production by 3.55 lac quin ta ls from the session 
of 1987-88. In the session 1989-90, the t ab l e shows 
tha t there i s decl ine in crushing capaci ty to 47475 
MT/day from previous session of 1988-89. But there was 
inc rease in cane crushed and sugar production by 182.07 
lac q u i n t a l s , and 9.84 quintals respec t ive ly from the 
session of 1988-89. 
In the session 1990-91, the t o t a l crushing 
capac i ty was 49075 MT/day of 35 u n i t s . 684.71 l a c qut ls , 
of cane crushed and 59.81 lac quin ta ls of sugar produced, 
The tab le ind ica tes an increase in t o t a l crushing capa-
c i t y of same number of uni ts by 1,600 MT/day over the 
previous session of 1989-90, There was a lso increase 
of cane crushed and sugar production by 4.16 lac q u t l s . 
and 00.16 l a c quin ta ls respect ive ly . 
The tab le shows that in the session of 1991-92 
the number of to ta l crushing capacity was 52,325 MT/day 
A growth of 2250 MT/day from the session of 1990-91. 
1.G2 
The number of un i t s were the same. In the 1991-92 
session 770,CX) l a c qu in ta l s cane was crushed and 67.75 
lac quin ta l s sugar was produced. 
The tab le shows an increase of 85.29 lac q u t l s . 
more cane crushed and 7,94 quin ta ls were sugar produced 
over the l a s t session of 1990-91, 
Thus i t cane be observed tha t there i s an overal l 
increase in the t o t a l crushed capaci ty/ cane crushed and 
sugar production over the previous years and number of 
uni ts were increased from time to time to enhance the 
performance of Sugar Corporation. The overa l l achieve-
ment i s one of higher product iv i ty as well as excellence. 
In short the Khandsari Indus t r ies in Ut tar Pradesh have 
registered a remarkable growth during the l a s t few years 
not only in size, but a l so in respect to development 
of i t s technology/ and U.P, S ta te Sugar Corporation Ltd. 
i s making a subs tan t i a l contr ibution towards phenomenal 
expansion of sugar indust ry in Ut tar Pradesh. 
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